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THE VIDEOGRAPHER: The time is 9:00. This 
begins Tape 1. This is the deposition of Regena C. 
Pasterczyk, being taken in the matter of Mangini vs. 
R. J. Reynolds Tobacco Company, et al. This is being 
heard in the Superior Court of the State of 
California, San Francisco County, File No. 939359. 

The court reporter* may now place the witness 
under oath. 

REGENA PASTERCZYK, 

having been first duly sworn, testified as 
follows: 

EXAMINATION 

BY MR. ROWE: 

Q. And could you spell your name for the 

record, please. 

A. Regena is R-E-G-E-N-A. C. Pasterczyk 

is P-A-S-T-E-R-C-Z-Y-K. 

Q. Thank you. And you're employed at R. J. 

Reynolds Tobacco Company? 

A. Yes. 

Q. As a senior brand research manager for 

Winston? 

A. Yes. 
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1 Q. My name is Jonathan Rowe, and I 

2 represent the plaintiffs in Mangini vs. R. J. 

3 Reynolds Tobacco Company, and other parties. Have 

4 you ever had your deposition taken before? 

5 A. No. 

6 Q. Okay. Well, I'm going to tell you a 

7 little bit about what we're going to do today then. 

8 I'm going to be asking a series of questions, and the 

9 court reporter will take down my question, your 

10 answer, and anything that anyone else says. So it's 

11 important for each of us to try to let the other 

12 finish, so she doesn't have to try to take us both 

13 down at once. Even though the video can catch us 

14 both at once, the court reporter cannot. So I'll do 

15 my best to let you finish your answers, and if you 

16 could let me finish my questions. Sometimes you may 

17 guess or know where I'm going, my questions will be 

18 so obvious, but it's still best to let me finish. 

19 From time to time your counsel may state 

20 an objection to one of my questions. We don't have a 

21 judge here, so the process will go I'll ask the 

22 question, Ms. Bixenstine will state the objection, 

23 and then we will still want an answer from you unless 

24 she instructs you not to answer that question. I'm 

25 entitled to an answer to all of my questions except 

4 

INTERIM COURT REPORTING 

http://legacy.library.ucsf.eQto'/tid/gr^Q1i^QQ^idf industrydc ts.ucsf.edu/docs/vtal0001 1 


51721 7714 







1 those that your counsel deems to be invading a 

2 privilege of some type* Or if I were to ask any that 

3 she deemed harassing and vexatious* but that 

4 certainly won't happen with me. So otherwise it's 

5 important to try to keep my question in mind. I know 

6 sometimes it may be interesting to listen to the 

7 objections, but they're really stated for the record 

8 so that later on we can get a ruling from the judge. 

9 And if the judge sustains the objection, then the 

10 question and answer may be discarded in whole or in 

11 part. But we go ahead and get them today, so we 

12 wouldn't have to bring you back after we got rulings 

13 from the judge. 

14 I'm going td ask questions and ask you 

15 that when you hear a question, you let me know if you 

16 have any difficulty understanding it or if it's 

17 confusing. And then if you answer, I'm going to go 

18 ahead and assume that you did understand it. Okay? 

19 A. Okay. 

20 Q . All right. And it will be necessary for 

21 you to give audible responses, yeses and nos, rather 

22 than nods of the head. And yesterday I was found 

23 guilty of some uh-huh's which is difficult for the 

24 court reporter to take down* So as much as possible 

25 if you can try to say "yes" and "no," or whatever 
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1 else you need to say in response. Okay? 

2 A. Okay. 

3 Q. Your testimony today, Ms, Pasterczyk, is 

4 being given under oath, and it may be used at the 

5 trial, of the case in lieu of you coming out to 

6 California. You may come to California, but you may 

7 not. And so this could turn out to be your trial 

8 testimony. It's under oath in the sense that all of 

9 it is subject to the penalties of perjury, so it's 

10 very important that you take seriously the need to 

11 figure out the answers to the questions, and give me 

12 the most accurate answers you can. 

13 A. Okay. 

14 Q. If you don't know something, that's 

15 okay. But I am entitled to your best estimate in 


16 

situations 

where we 

're looking for an estimate of a 

17 

date or a 

time. And as long as you label it as such. 

18 

we'll be fine. Okay? 

19 

A. 

Okay. 


20 

Q. 

Do you 

have any questions for me so far? 

21 

A. 

No. 


22 

Q. 

Okay. 

Arid you're in good health today? 

23 

A. 

Yes. 


24 

Q. 

Okay, 

Nothing would interfere with your 

25 

ability to 

testify 

today? 
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A. 


NO . 


Q. Prior to coming here today, did you have 

occasion to look at any documents? 

A. I looked at a couple Of documents with 

my attorney. 

Q. Okay. What documents did you look at? 

A. Documents related to Camel in this case. 

Q. Do you remember what they were 

specifically? 


10 

A. 

Generally related to 18 - to-24-year-old 

11 

smokers. 



12 

Q. 

Do 

you remember the time period of the 

13 

documents? 


14 

A. 

During the time that I worked on Camel. 

15 

Q. 

And 

what time period was that? 

16 

A. 

19 ' 

-- August, 1991, until November, 

17 

' 94 . 



18 

Q. 

You 

didn't look at any documents that 

19 

predated 

August, 

'91, that you remember? 

20 

A. 

No. 


21 

Q. 

How 

long did, you meet with counsel? 

22 

A. 

I met with Kim, I think four hours one 

23 

day and maybe three hours another --four hours two 

24 

days, two 

different days, and with Ted about three 

25 

hours. 
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Q. Well, hopefully we'll be here a lot less 

than that today. Can you tell me briefly your 
educational background? 

A. I have a BS in Marketing from the 

University of South Carolina and an ,MBA from there 
also. 

Q. When did you get the MBA? 

A. 1977 . 

Q. Okay, When did you get the BS? 

A. 1973. 

Q. And where - - did you go to work 

immediately after getting your MBA? 

A. Yes. 

Q. Where did you go to work? 

A. At Ford Motor Company. 


Dearborn, Michigan. 

And what was your position there? 


ation and benefits analyst. 


And how long did you work for Ford? 
Five years. 


And where did you go from there? 


I went to R. J. Reynolds Tobacco 


International. 


As a? 
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A. Compensation and benefits analyst. 

Q. And you worked there for how long? 

A. Two and a half years. 

Q. And then you went to R. J. Reynolds 

Tobacco Company? 

A. Right. 

Q. When you were working for RJR TI, where 

were you located? 

A. In Winston-Salem. 

Q. And when you moved over to RJR Tobacco 

you stayed in Winston-Salem? 

A. Yes. 

Q. Have you been located in Winston-Salem 

since 1984? 

A. Yes. 

Q. When you c&me on as a marketing research 

analyst in January, 1984, were you -- what department 
was that in? Was that in Research and Development or 
in Marketing or - - 

A. It was Marketing Research. 

Q. Marketing Research. 

A. It's had several names over the years 

I've been there. I'm not exactly sure what the name 
was at the time. 

Q. Do you consider yourself to be in the 
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same department today that you were in 1984? 


2 

A. 

Yes . 

3 

Q. 

And is the -- you're currently senior 

4 

brand research manager for Winston; right? 

5 

A. 

Right., 

6 

Q. 

To whom do you report? 

7 

A. 

Doug Webber. 

8 

Q. 

And to whom does Mr. Webber report? 

9 

A. 

Dave lauco. 

10 

Q. 

So is it fair to say that you're in the 


marketing end of things rather than the research and 
development end, at least at this time? 

MS. BIXENSTINE: Objection to the form of the 
question. 


BY MR. ROWE 

Q. 

A. 

Q. 


You can answer. 

I'm in Marketing Research. 

Marketing Research. I had understood 
from Mr. lauco that there's a --and from Mr. Pennell 
that there's a marketing kind of department and a 
Research and Development Department, and the Research 
and Development Department is headed up by - - 

MS. BIXENSTINE: Mr. Burger. Dr. Burger. 

BY MR. ROWE: 

Q. Dr. Burger. You're not in Dr. 


10 
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1 Burger's 

2 A. No. 

3 Q. -- end of things? 

4 And from 1984, you've not been in Dr. 

5 Burger's end of things or whoever preceded him? 

6 A. That's,correct. 

7 Q. When you were a marketing research 

8 analyst in 1984, did you have any particular brands 

9 you were responsible for? 

10 A. No. 

11 Q. What were your duties? 

12 A. I did the analysis of some of the 

13 tracker documents and the NFO switching panel 

14 documents. 

15 Q. And whet are the tracker and NFO 

16 switching documents?: 

17 MS. BIXENSTINE: Compound. Objection. 

18 Compound. Take them one at a time. 

19 MR. ROWE: We'll do one at a time. Yeah. 

20 That's fine. 

21 BY MR. ROWE: 

22 Q. What are the tracker documents? 

23 A. The tracker-system is a nationally 

24 projectable consumer system that monitors adult 

25 smoking among 18-plus smokers. 

. ■*- 11 
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Q. 

I'm sorry? Nationally projectable? 

A. 

■ Yes . 



Q. 

What was 

the next 

name? 

A. 

Sample. 



Q. 

Sample. 



A. 

Of adult 

smokers, 

such that we can 


determine share of smoker by brand demographics, so 
forth. 

Q. Okay. Arid then what is the NPO data? 

A. The NFO switching panel was a panel that 

we had that was there to help us determine the amount 
of switching that occurred in - - over a six-month 
period among adult smokers. 

Q. Is it also a nationally projectable 

sample of adult smokers? 

A. I - - I'm not certain, It -- we've 

discontinued it some years ago, and I don't recall 
exactly whether it was nationally projectable or not. 

Q. Okay. Do you remember approximately 

when it was discontinued? 

A. I believe it was around 1987. 

Q. Do you know why it was discontinued? 

A. Because we started using the diary 

system. 

Q. And what is the diary system? 
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1 A. The diary system was a larger sample of 

2 smokers that we had record in a monthly diary all of 

3 their cigarette purchases, including the brand that 

4 they normally smokfed as their usual brand as well as 

5 any occasional brands they may have smoked during the 

6 month. 

7 Q. And when you say it was a larger group 

8 of smokers, larger than the NFO group? 

9 A. I believe it was. 

10 Q. So it was a larger group of smokers who 

n recorded in a diary all of their csigarette purchases? 

12 Is that -- 

13 A. Yes. 

14 Q. Are you still using the diary system 

15 today? 

16 A. No. 

17 Q. When did you discontinue that? 

18 A. In 1993. 

19 Q. Has it been replaced by anything? 

20 A. Some of the measures are obtained in the 

21 tracker system now, But the system as it was in the 

22 diary is no longer in existence. 

23 Q. Do you use anything to focus on 

24 switching or does tracker do switching for you? 

25 A. It doesn't really do switching anymore. 

13 

INTERIM COURT REPORTING 

http://legacyJibrary.ucsf.edu/tidy^rqQfaQO/p.df industryc ts.uc f.edu/docs/ytglOOOl_ 


51721 7723 






1 Q. Do you have anything that measures 

2 switching? 

3 A. No. 

4 Q. Did the diary measure switching? 

5 A. It -- yes. It could measure switching 

6 from the standpoint of it was a static panel of 

7 smokers and in month A they claimed one brand and in 

8 month B they claimed another. 

9 Q. Right. Is there any particular reason 

10 that RJR doesn't collect switching data anymore? 

11 A. It was extremely expensive. 

12 Q. Were ther.e any concerns about the 

13 accuracy of the data that was collected? 

14 A. Well / it was - - it wal - - I wouldn't 

15 say -- well, it was not totally projectable because 

16 it required a certain type of smoker who would agree 

17 to fill out a document -every day for a month and not 

18 every typical smoker would agree to do that kind of 

19 thing. 

20 Q. Right. How about the earlier NFO 

21 switching panel? Was that also discontinued because 

22 it was expensive? 

23 A. I'm not exactly sure why it was 

24 discontinued other than that the diary was deemed a 

25 better system for some reason. And I don't recall 

14 
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all the reasons. 

2 Q. When the diary was discontinued, was 

3 there any discussion about going back to the NFO 

4 switching panel? 

5 A. Not that I'm aware of. 

6 Q. In November of 1984, you became a - - 

7 well, you were still a marketing research analyst, 

8 but on your resume which you've kindly provided and 

9 which I think we better mark as Deposition 

10 Exhibit-154 

11 (Plaintiff's Exhibit No. 154 

12 was marked for identification and 

13 retained by counsel.) 

14 BY MR. ROWE: 

15 Q. - - you placed - - did you fill this out? 

16 A. Yeah - - well, I told Kim, and she put it 

17 together, and I reviewed it for accuracy. 

18 Q. All right. The information is recorded, 

19 paren, Now and Vantage, so I assume you've had some 

20 kind of specific responsibility for those brands 

21 only? 

22 A. Yes. 

23 Q. And then starting in January of 1986, 

24 you became a senior research analyst. It says More 

25 and Sterling/New Brands Research. 

15 
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Yes . - 

Q. Was Sterling a new brand at that time? 

A. No. For part of that time frame I 

worked on More and Sterling, which were existing 
brands, and then I moved to New Brand Research. 

Q. Was -- what differences are between a 

marketing research analyst and a senior marketing 
research analyst? 

A. It's more experience and more ability to 

work on your own with less supervision. 

Q. To whom were you reporting when you were 

senior research analyst? 

A. Cindy Hunter for part of the time, Emily 

Etzel for part of the time, and possibly Susan Teague 
for part of the time. 

Q. Susan Teague? 

A. Teague. T-E-A-G-U-E. 

Q. is Susan Teague related at all to Claude 

Teague? 

A. I have no idea. 

Q. Have you ever reported to Diane Burrows? 

A. No. 

Q. Is she - - was she in your area? 

A. She was in our department. 

Q. What was her. position? 

16 
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1 MS. BIXENSTINE: Objection. Can you specify 

2 that time frame? 

3 MR. ROWE: Yeah. Okay. 

4 BY MR. ROWE: 

5 . Q. What was her position when you joined in 

6 1984? 

7 A. I don't recall. 

8 Q. Okay. Do you recall any positions she's 

9 held at RJR? She's not there now; right? 

10 A. No. 

11 Q. Before she left, do you recall any 

12 positions she held? 

13 A. In our department she was -- she worked 

14 in the forecasting area for some of the time and she 

15 worked in Strategic Research for some of the time, 

16 and I don't know where else* I don't recall where 

17 else. 

18 Q . And you sounded like perhaps she worked 

19 in another department for part of the time? 

20 A. Yes. She worked in Marketing. 

21 Q. Well, now, I would have thought -- I 

22 know you're in Marketing Research? 

23 A. Yes. - 

24 Q. Is that a' separate department from 

25 Marketing? 

17 

INTERIM COURT REPORTING 

http://legacy.library.ucsf.eaKPtiDiygrcl|OgaQCh/pffiWv.industrydocuments.ucsf.edu/docs, / vtal0001 


51721 7727 








1 A. Yes. 

2 Q. In 1987, July of 1987, you became 

3 assistant marketing research manager for Now and 

4 More? 

5 . A. Yes. 

6 Q. What new duties did that move involve? 

7 A. It was a continuation of the same types 

8 of areas of responsibility, but again with more 

9 experience, less supervision. 

10 Q. And then in September of 1989 -- oops! 

11 Sorry. 

12 In July of 1988, you became marketing 

13 research manager for Winston and Vantage? 


14 

A. 

Yes. 




15 

Q. 

The promotion also? 




16 

A. 

Yes. 




17 

Q. 

And any new responsibilities? 




18 

A. 

Well, the brand research 




19 

responsibilities are essentially the same kinds 

of 


20 

responsibilities. 


, 

cn 

21 

Q. 

And those are? 



to 

22 

A. 

Conducting all of the marketing 

element 

^3 

23 

research 

for the brand's specific projects. 



IV 

00 

24 

Q. 

Brand's specific projects would 

be 

ideas 



25 for promotions that people had? 

18 
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MS. BIXENSTINE: Objection. Are you saying is 

2 that an example of something? 

3 BY MR. ROWE: 

4 Q. Is that an example? 

5 A. That's one example. 

6 Q. Can you give me some others? 

7 A. Advertising research, packaging 

8 research, concept and product research, segmentation 

9 research, and market performance and tracking 

10 research. 

11 Q. What is -- I'm sorry. Are there any 

12 others? 

13 A. That's a good summary. 

14 Q. What is segmentation research? 

15 A. It's a - - it's an understanding of the 

16 psychographics of adult smokers. 

17 Q. Psychographics of adult smokers is why 

18 they smoke? 

19 A. No. 

20 MS. BIXENSTINE: Objection. Okay. Go ahead. 

21 THE WITNESS: It's more attitudinal about their 

22 lifestyle, life types, things that they do or enjoy. 

23 BY MR. ROWE: 

24 Q. And concept and product research 

2 5 involves ? 


19 
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1 


A. Generally, it would involve new brand 

2 ideas or testing or line extension ideas and testing. 

3 Q. Trying out a new type of cigarette or a 

4 new line of cigarette to see how popular it is? 

5 A. A new package configuration; a new 

6 length or width of cigarette. 

7 Q. The segmentation research that's done to 

8 determine the psychographics of adult smokers, what 

9 use is made of that by RJR Tobacco after you have 

10 that research in hand? 

11 A. It's used to understand diagnostically 

12 the adult smokers who choose our brands and 

13 competitive brands better. 

14 Q. Diagnostically? 

15 A. (Witness nodded head affirmatively) 

16 Yes. 

17 Q. Is that a term of art in the marketing 

18 world? Can you help me with that one? 

19 A. It just helps us diagnose and understand 

20 better consumer motivations and brand choices. 

21 Q. And why does RJR want to understand 

22 consumer motivations and brand choices? 

23 A. So that we can understand our consumers 

24 and our competitive consumers better. ® 

25 Q. And is it to allow you to position your 

20 
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1 products so as to capture the maximum share of the 

2 market? 

3 A. It's to help us in refining positionings 

4 and developing positionings for new brands if we were 

5 working on new brands/ 

6 Q. And the reason for refining positionings 

7 or developing positionings for new brands is to try 

8 to sell more cigarettes? right? 

9 MS. BIXENSTINE: Objection. 

10 THE WITNESS: It's to make our brands relevant 

11 to adult smokers'wants. 

12 BY MR. ROWE: 

13 Q. Wants? 

14 A. Wants. 

15 Q. So that they'll buy them? 

16 A. So that they'll choose our brands over a 

17 competitive brand. 

18 Q* In September of 1989, you became the 

19 marketing information manager for Vantage, More, and 

20 Now. What's the difference between a marketing 

21 research manager and a marketing information manager? 

22 A. We were going through some 

23 organizational changes at the time, and for part of 

24 that time I believe I may have reported to a 

25 person -- a director in the Marketing Department. 


21 
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Q. Were you responsible - - 

A. I'm not sure actually if I did. If I 

did report to a person in the Marketing Department or 


not. 


Were your responsibilities as an 


information manager different than those as a 
research manager? 

A. They were not substantively different. 


manager? 


Then you became a senior information 


A. Yes. 

Q. For Vantage, More, and Now. Did you 

have any change in your duties then? 

A. Essentially the same types of 

responsibilities. 

Q. Still overseeing research for 

■. ■ ■ " ; V 

advertising, promotion, packaging, concept and 
product, segmentation, and market performance and 


tracking? 


Yes. 

In August of 1991, you became senior 


information manager for Camel? 
A. That's correct. 


And I think you indicated earlier that 
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you worked on -- exclusively on Camel from August of 
'91, till November of '94? 

A. Yes. 

Q. At which time you became the senior 

, a 

brand research manager for Winston? 

A. Right. 

Q. Was that a promotion on the -- over to 

Winston or a lateral move? 

A. Lateral move. 

Q. Any particular reason why you left Camel 

for Winston? Reassignment or - - 

A. Just reassignment. 

Q. Any particular reason that you were 

brought over to Camel from Vantage, More, and Now? 

A. Just for more career development, 

opportunities, working on different brands and 
different issues with different brands. 

r . • ■ " § r . . 

MR. ROWE: I'd like to mark as Deposition 
Exhibit 155 a document titled "Consumer Research 
Report," dated May 8, 1984, authored by you and sent 
to a large number of people within RJR. 

(Plaintiff's Exhibit No. 155 

was marked for* identification and 

retained by.counsel.) 

BY MR. ROWE: 

2 3 
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Q. And unfortunately I only have this one 

copy, so I'm going to hand it to you to look at. But 
in an effort to be efficient, I'm going to let you 
know that my questioning will focus almost 
exclusively, if not exclusively, on the first page. 
But you're welcome to read the whole document, which 
I assume your counsel will want to look at. 

MS. BIXENSTINE: . Take a look at it. Take your 

time. 

THE WITNESS 5 (Reviewing document) 

MS. BIXENSTINE: When you're ready, just let 
him know. 

THE WITNESS: Okay, 


BY MR. ROWE: 


Q. If I could just see it for a second. 

Thanks. 

You were the author of this report? 

A. Yes. 

Q. And you wrote this in the course of your 

employment at RJR? 

A. Yes. 

Q. And what was the purpose of writing a 

report that's titled "Consumer Research Report, Key 
Trends Among Target Age Group Smokers*'? 

A. It was a total industry look at company 

24 
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1 and brand share smoker. 

2 Q. And this was one of those reports you 

3 mentioned on share of smoker by brand -- 

4 A. Right. 

5 . Q. --demographics? 

6 A. Uh-huh. Yes. 

7 Q. And what use did RJR make of this kind 

8 of report, or this report? 

9 A. It was just a corporate overview of our 

10 company's performance as well as competitive company 

11 and brand performance tot general corporate 

12 information. 

13 Q. Under the key trends among target age 

14 group smokers on page 1, just been stamped for the 

15 record RJR 465879, you've written that because 

16 smoking incidence has declined over the last four 

17 years -- and that's written ib. 1984 -- and population 

18 size has remained flat, younger adult group now 

19 accounts for a smaller proportion of smokers and 

20 consumption than it did four years ago. 

21 Nevertheless, because young adult smokers are the 

22 only source of replacement smokers, they will 

23 continue to be an important smoker segment. 

24 I'm looking at the first paragraph 

25 there. And my question is what was the source of 

25 
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1 


your statement that young adult smokers are the only 

2 source of replacement smokers? 

3 A. It's probably a misstatement, because 

4 there are some smokers who -- adult smokers who start 

5 smoking after they're 24 years old. But the largest 

6 group of smokers would - - for our marketing and 

7 targeting purposes would be adults 18 to 24. 

8 Q. And how did you know that as you wrote 

9 that in May of * 84? 

10 A. Prom -- well. Our corporate policy has 

11 been, as long as I've been with the company, to 

12 market and position brands to adult smokers 18 plus; 

13 and then since 1992, 21 plus. 

14 Q. Right. Hy question is how did you know 

15 that the largest group of smokers would be under 24? 

16 MS. BIXENSTINE: Objection to the form of that 

17 question. Misstates ,her testimony. 

18 BY MR. ROWE: 

19 Q. I understood you earlier to say that 

20 there might be some smokers who would start after the 

21 age of 24, but that the largest group would start 

22 before 24? 

23 A. I believethat the largest group would 

24 be the first adult group into the market that we were % 

25 monitoring, which would be 18 to 24. 

" ‘ - 2 6 
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Q, Right. And I'm not quarrelling with 

you, understand. I just wanted to know what - - how 
you knew that as a marketing research analyst writing 
a report of this size for your company. I just 
wondered what was your source of information? 


information. 


Generally accepted marketing research 


Do you recall if you had any particular 


documents available to you as you prepared the report 
that's been marked as Deposition Exhibit 155? 

A. The document that this was based on was 

the tracker and the purchase pattern system 
information. 

Q. I'm sorry? 

A. Whether there were any other -- any 

other documents that I had at that time, I don't 


recall. 


other thing? 


You said based on the tracker and the 


And the purchase pattern information 


It's mentioned in this study. 

Q. And did "that information tell you that 

young adult smokers are the only source of 
replacement smokers? 

A. I don't recall. 
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1 Q. Have you ever seen internal studies from 

2 Diane Burrows or others at RJR indicating that most 

3 smokers start smoking before the age Of 18? 

4 A. I don't recall that specifically. 

5 Q. Have you seen studies that show that RJR 

6 authored studies that show that most smokers begin 

7 smoking before the age of 24? 

8 MS. BIXENSTINE: Objection to the form of the 

9 question about RJR authoring studies. Go ahead and 

10 answer if you can. 

11 BY MR. ROWE: 

12 Q. Let me see if I can clarify that. Have 

13 you seen any documents written by RJR personnel 

14 indicating that the majority of smokers start smoking 

15 before the age of 24? This current document 

16 excepted. 

17 A. I believe that there was a document that 

18 Diane Burrows authored that discussed that subject 

19 about smoking among 18 - to-24-year-olds, 

20 Q. And that was something you did see while 

21 you were working at RJR? 

22 A. Yes. 

23 Q. Do you recall whether that document was 

24 written before or after you started work there? 

25 A. I believe it was written after I started 
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1 work, but I'm not certain. 

2 Q. Could X have a look at 155? Thank you. 

3 I'm going to show you a document that 

4 was previously marked as Deposition Exhibit 147. 

5 It's a memo written by Diane Burrows to Mr. P. E. 

6 Galyan -- G-A-L-Y-A-N, -- on September 20, 1982. And 

7 I'll ask you if you’ve ever seen that before? 

8 A. I don't believe I've seen this before. 

9 Q. This is not the Diane Burrows report you 

10 had in mind then?, 

11 A. No. 

12 Q. On the second page, if you could look in 

13 the middle, she states, If a man has never smoked by 

14 age 18, the odds are three to one he never will; by 

15 age 24, the odds are 20 to one. Have you ever heard 

16 those statistics in the course of your work at RJR? 

17 A. No. 

18 Q. Have you heard sentiments Similar to 

19 those although perhaps not numerically quantified? 

20 A. Not that I recall. 

21 Q. On the bottom of the third page under 

22 "Conclusion," the second paragraph, Ms. Burrows 

23 states, Some of these people - I think it's fair to 

24 say that she is referencing those in the table above 

25 who are age 12 to 24. Some of these people may later 

■ / ~ ~ 29 
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1 choose to start smoking. However, for those 17 to 

2 25, the odds are against it. If we estimate that 

3 only half of the new smokers 17 to 25 are permanently 

4 lost, the lost industry by 1987, will still amount to 

5 .1 percent. Have you ever heard that sentiment 

6 expressed before? 

7 A. No. Not that I recall. 

8 Q. Did you ever hear anyone at RJR, Ms. 

9 Burrows or otherwise, say that the odds are against 

10 someone starting to smoke if they haven't smoked 

n essentially by the time they're 25? 

12 A. Not in those words. No. 

13 Q. You've heard a similar sentiment, 

14 though? 

15 A. I've heard that smokers are generally -- 

16 who are going to smoke are generally --have 

17 generally started by the time they're 24. 

18 Q. Have you ever seen data compiled such as 

19 is compiled on the page in front of you at RJR 

20 relating to the percentage of new smokers starting at 

21 age 13, 14, 15, 16, and 17? 

22 A. No. I've not. 

23 Q. Thank you. 

24 I show you what was previously marked as 

25 Deposition Exhibit 5, another memo by Diane Burrows. 


30 


INTERIM COURT REPORTING 

http://legacyJibrary.ucsf.eflM^tiDl/ar(l|OtpaQCVpcWv.industrydocuments.ucsf.edu/docs/vtal0001 


51721 7740 








1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


It's a long one. And my first question --we may be 
able to save some time -- is whether this is the memo 
you had in mind that you had seen from Ms. Burrows 
that we discussed a few minutes ago? It's dated 
February 29/ 1984, which I believe is shortly before 
you started work. 

A. Shortly after. 

Q. Shortly after. It's titled "Younger 

Adult Smokers Strategies and Opportunities." You're 
not shown as a cc on the memo, but I want to ask if 
this is the one you had in mind that you had seen 
before? 

A. {Reviewing document) 

Yes. I believe I have seen this before. 

Q. And is that the memo you mentioned 

earlier that Diane Burrows had authored that included 
sentiments that young adult smokers are the only 
source of replacement smokers? 

MS. BIXENSTINE: Objection. I think that 
mischaracterizes her testimony. 

BY MR. ROWE: 

Q. Well, let me -- I don't want to 

mischaracterize your testimony. 

Is that the memo you alluded to earlier 
in your testimony as having seen at sometime around 
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1 the time you prepared Deposition Exhibit 155? 

2 A. Yes. I believe so. 

3 Q. Okay. 

4 MS. BIXENSTINE: Take a look at the date. 

5 THE WITNESS: Yes. I believe so. 

6 BY MR. ROWE: 

7 Q. On page 2 of the document, which is 

8 actually about the 8jth.br 10th page, because of all 

9 the prefatory material, it's Bates stamped 

10 501928471 

11 A. Yes. 

12 Q. it says up at the front -- up at the 

13 top "The Importance.of Young Adult Smokers." Under 

14 section 1 Ms. Burrows states, Younger adult smokers 

15 are the only source of replacement smokers. Is that 

16 the source, of statement you made in your 1984 memo we 

17 marked as Deposition Exhibit 155? ‘ 

18 A. I don't recall. 

19 Q. Okay. Do you know the source for Ms. 

20 Burrows stating that younger adult smokers are the 

21 only source of replacement smokers? 

22 A. No. I don't know what she used. 

23 Q. And you see that just below that she 

24 says that, Repeated government studies have shown 

25 that less than one third of smokers start after age 

32 
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18 ? 


2 A. Yes. I see that. 

3 Q. Okay. Is that something you were aware 

4 of during your career at RJR? 

5 MS. BIXENSTINE: Objection. Asked and 

6 answered. 

7 THE WITNESS: I think I've said that. Yes. 

8 BY MR. ROWE: 

9 Q. Yes, you were? 

10 A. Yes. 

11 Q. I'm sorry. I did not understand that 

12 earlier. Thank you. 

13 Thanks. 

14 You told me earlier that you had an 

15 understanding of the company policy relative to the 

16 promotion of cigarettes to those under 18. 

17 A. Yes. 

18 Q. Could you tell me again what your 

19 understanding of that policy was? 

20 A. My understanding is that our company 

21 does not market to smokers under the age of 18 up 

22 until 1992. And then since 1992, it has been not 

23 under the age of 21. 

24 Q. Is that policy, as you understand, in 

25 writing anywhere? 

33 
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1 

A. 

Yes, it is-. 


2 

Q. 

Where? 


3 

i A. 

There has been I - - I believe it's 

in 

4 

the company 

policy manual. There have been 


5 

statements issued by at least Jim Schroer, I know. 

6 

Q. 

Written statements? 


7 

A. 

Yes. 


8 

Q. 

In the form of memos to employees 

or - - 

9 

A. 

Yes . 


10 

Q. 

Any other places you can think of 

where 

11 

that policy 

is embodied? 


12 

A. 

We are reminded about it regularly 

• 

13 

Q. 

Orally or in writing? 


14 

A. 

I believe both. 


15 

Q. 

Any other places? 


16 

A. 

Not that I recall. 


17 

Q. 

Are you aware of any RJR employees 

who 

18 

have been reprimanded or disciplined in any way 

for 

19 

violation of 

the policy? 


20 

A. 

I'm not aware of anybody who has 


21 

violated it. 



22 

Q. 

When RJR promotes its products to 



23 smokers 18 to 24, or since 1992 to those 21 to 24, do 

24 you recognize any risk that the promotions that you 

25 target to 18-to-24^year-olds may also appeal to those 


34 
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1 under 18? 

2 A. We are not talking to those under 18. 

3 We are only talking to smokers who are adults 18 or 

4 older. 

5 Q. How do you ensure that you're not 

6 talking to those under 18? 

7 A. We screen for age in all the research we 

8 conduct. 

9 Q. The promotions that result from the 

10 research you conduct include billboard advertising? 

11 A. That's.not a -* what we would term a 

12 promotion. 

13 Q. Okay. That's advertising? 

14 A. That's advertising. 

15 Q. The advertising that results from the 

16 research you conduct -includes billboard advertising? 

17 A. Yes. 

18 Q. Includes magazine advertising? 

19 A. Yes. 

20 Q. Includes some pop-up advertisements in 

21 magazines? 

22 A. Yes. 

23 Q. And what steps, if any, does RJR take to 

24 ensure that that advertising does not talk to those 

25 under 18? 
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1 


MS. BIXENSTINE: Objection to the form of the 

2 question. 

3 THE WITNESS: Could you clarify that question? 

4 BY MR. ROWE: 

5 Q. You indicated that we're not talking to 

6 those under 18. And I would like to know whether RJR 

7 takes any steps to ensure that the advertising on 

8 billboards and magazines and pop-up ads is not 

9 talking to those under 18, communicating with those 

10 under 18? 

11 A. The ads that we place are in specific 

12 locations. For example, we only include place ads in 

13 magazines that have an adult readership -- majority 

14 adult readership. We don't place billboard ads in 

15 locations that are near schools or playgrounds. 

16 That's part of our corporate policy.. And I believe 

17 part of the advertising and promotion code. 

18 Q. Any other steps you can think of to 

19 ensure that these ads don't reach those under 18? 

20 MS. BIXENSTINE: Objection. I think you're 

21 mischaracterizing her testimony. She said that when 

22 they're doing research, that they, Reynolds, does not 

23 talk to people under 18. 

24 THE WITNESS: That's correct. 

25 BY MR. ROWE: 
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1 Q. But you're not contending that Reynolds 

2 doesn't talk to those under 18 when it advertises? 

3 A. We don't conduct research in order to 

4 determine relevancy and Appeal of a given marketing 

5 element, whether it's advertising, promotion, or 

6 whatever. We don't interview or include in any of 

7 our research studies anyone under the age of 18, or 

8 currently under the age of 21. 

9 Q. Because of that you don't know whether 


10 

your research appeals or doesn't 

appeal to those 

11 

under 18; 

right? 


12 

MS . 

BIXENSTINEj Objection 

to the form of the 

13 

question. 

Whether their research 

appeals to someone? 

14 

MR. 

ROWE: Right. 


15 

MS. 

BIXENSTINE: Or the ad 

appeals to someone? 

16 

MR. 

ROWE: I'll rephrase. 


17 

BY MR. ROWE: 


18 

Q. 

You don't know -- because your research 

19 

excludes 

those under 18, you don' 

t know whether the 

20 

ads that 

result from your research appeal to those 

21 

under 18 

or not, do you? 

in 

M 

•vj 

22 

A. 

That's correct. Because we do not M 

23 

interview 

anyone under the age of 

18 or 21 in our ^ 

24 

research. 



25 

Q. 

So if you have an ad 

that's developed as 
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a result of your research that appeals strongly to 

2 18-to-24-year-.olde but also appeals even more 

3 strongly to 12 - to-18-year-olds, you don't know that; 

4 right? 

5 MS. BIXENSTINE: Objection/ 

6 THE WITNESS; We are only asking adult smokers 

7 whether it appeals to them. 

8 BY MR. ROWE: 

9 Q. Right. So you have no way of knowing 

10 whether it appeals to 12 - to-18-year-olds even more 

11 than it appeals to adults? 

12 MS. BIXENSTINE; Objection. 12 to 17. 

13 BY. MR. ROWE: 

14 Q. 12 to 17? 

15 A. We aren't asking them questions, so we 

16 don't know what appeals to 12 - to-17-year-olds. 

17 Q. Right. So you have no way of knowing 

18 with an ad that results from a particular research 

19 effort whether that ad appeals more to 

20 12 - to-17-year-olds than it does to 

21 18-to-24-year-olds; right? 

22 A. That's correct. 

23 Q. Are you aware generally of the time 

24 frame of the leverage buy-out of RJR Tobacco? 

25 A. Yes. 

3 8 
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Q. Sort of late 1989? 

A. Right. 

Q. In your view, did company policy 

regarding age of smokers target a change after the 
takeover? 

A. Not that I'm aware of. No. 

Q. Have you ever heard employees express 

the sentiment that RJR is a company with slicing 
younger and younger after the LBL? 

A. No. 

Q. Have you ever received any instruction, 

oral or written, not to write any reports that 
reference data on underage smoking? 

A. No, I have not. I was not aware that we 

had any data on underage smoking. 

Q. Have you ever seen data on underage 

smoking in RJR reports that were generated prior to 
your commencing employment in 1984? 

A. Have I seen RJR documents prior to 1984? 

Q. Right. 

A. No. Did I see them prior to 1984 or 

documents prior to 1984? 

Q. Have you seen documents -- since you 

came to work at RJR, have you seen documents that 
were written prior to your starting that included 

39 
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underage data? 

2 A. No. I've never seen any document. 

3 Q. You've seen some documents from before 

4 you started but none that had underage data? 

5 A. Exactly. 

6 Q. I'm going to show you what's been marked 

7 as Deposition Exhibit 95. It's a memo from G. H. 

8 Long to B. A. Horrigan, Jr. And I learned yesterday 

9 that when it says "attachment," the document that was 

10 at one time attached to it is Exhibit 94, right 

11 before it in the documents. So -- in the binder. So 

12 perhaps you can look at these two together. 


13 A. (Reviewing document) 

14 Is your question was I aware of this 

15 memo? 

16 Q. Have you ever seen either 95 or 94? 

17 A. No. 

18 Q. Okay. If. you look at those documents 


19 you see that they are referencing the data on 

20 14 - to-17-years - olds? 

21 A. Yes. I see that. 

22 Q. A.nd are you aware of any documents that 

23 similarly reference data on l4-to-17-year-olds that 

24 was generated after you started work at RJR? 

25 A. No. I'm not aware of any. 

4 0 
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Q. Do you know why RJR stopped having 

2 documents that refereri'ced data on 14-to-17-year-olds 

3 somewhere between 1980 and 1984? 

4 MS. BIXENSTINE: Objection. Assumes facts that 

5 haven't been established. Go ahead and answer. 

6 THE WITNESS: I - - I don't -- I don't know what 

7 occurred before I started working there. 

8 BY MR. ROWE: 

9 Q. Okay. Well, I really was not asking 

10 that so much as whether you had heard anything about 

11 a change in company policy relating to writing things 

12 down about 14-to-17-year-olds? Have you ever heard 

13 anything like that? 

14 A. No. 

15 Q. Okay. If you would look please in the 

16 same binder at Deposition Exhibit 101, which is a 

17 memo dated March 25, 1982, authored by a Mr. Wolfe, 

18 who I believe is with M^A-R-C. I think you may have 

♦ 

19 to go one more. I think it may be the document after 

20 that 102 . 

21 You know what? You had the right one, 

22 though. It was 101. 

23 A. Okay. 

24 Q. My apology,. For the record, we're 

25 looking at Deposition Exhibit 101, which is a March 
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1 


25, 1982, memo from Mr. Wolfe? 


2 

A. 

Yes. 

3 

Q. 

Do you know Mr. Wolfe? 

4 

A. 

Yes. 

5 

. Q. 

Who is he? 

6 

A. 

I believe now he's the president of 

7 

MARC, Incorporated. 

8 

Q. 

And when you came to work in 1984, was 

9 

he with MARC? 

10 

A. 

Yes. 

11 

Q. 

Is he someone you've worked with over 

12 

the years? 


13 

A. 

Yes. 

14 

Q. 

What does MARC do for RJR? 

15 

A. 

They do our tracker system for us. 

16 

Q. 

And that's M-A-R-C, right, for the 

17 

record? 


18 

A. 

Yes. 

19 

Q. 

They're the ones who do the tracker 

20 

studies that 

you - - that you talked about earlier? 

21 

A. 

Yes. 

22 

Q. 

Do you know Dawn August who's referenced 

23 

in the first 

or second sentence there? 

24 

A. 

NO . 

25 

Q. 

Never met anyone named Dawn August? 
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1 A. No. Not that I recall. 

2 Q. Do you see where Mr. Wolfe says that 

3 Dawn August is doing a resource search for existing 

4 data regarding 12 - to^17-year-olds? 

5 A. I see that. 

6 Q. Do you know anything about the results 

7 of that resource search? 

8 A. No, I don't. 

9 Q. Did you ever see the results of that 

10 even though I recognize you came to work at RJR 18 

11 months later? 

12 A. No. Not that I recall. 

13 MR. ROWE: Well, we've been going nearly an 

14 hour. Would you like to take a break? 

15 THE WITNESS: Yes. Thank you. 

16 MS. BIXENSTINE: Yes. 

17 THE VIDEOGRAPHER; We're off the record at 

18 9:58. 

19 (Recess) 

20 THE VIDEOGRAPHER: We're back on the record at 

21 10:06. 

22 BY MR. ROWE: 

23 Q . Ms. Pasterczyk, I'm going to hand you a 

24 document that was previously marked Deposition 

25 Exhibit 102. It's a letter dated July 8, 1982, from 
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Diane Burrows to Mr. Michael Hinkle or - - Hinkle at 
Data Resources, Inc. Do. you know Data Resources, 

Inc. ? 

A. . No. , 

Q. I'm going to ask you if you've ever seen 

this document before? 

A. (Reviewing document) 

I have never seen this document. NO. 

Q. Okay. Do you have any idea of the 

research project that's referenced in there? Did you 
ever hear of that project? 

A. Is it AGENIX? Is that what you're 

calling the research project? 

Q. Yes. A-G-E-N-I-X. 

A. No. I'm not familiar with that. 

Q. Okay. You can see from the document 

that there was a request from Diane Burrows who was 
an RJR employee that some information be gathered on 
12 - to-17-year-olds as well as 18-to-24-year-olds? 

A. Yes. I see that. 

Q. But you're not -- you were never aware 

of that? 

A. No. 

Q. Did the research that you did on the 

psychographics of adult smokers and their market 
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1 performance and tracking include research into the 

2 brand loyalty of smokers? 

3 A. The psychographics and what other 

4 research type? Market performance and tracking? 

5 Q. Yes. That's what I referenced. 

6 A. In some respects, depending on how you 

7 define loyalty. 

8 Q. How would you define brand loyalty? 

9 A. Well, I guess the way that we're 

10 currently defining loyalty would be of an adult 

11 smoker's total cigarette consumption‘how much of that 

12 total they give to brand A versus brand B. 

13 Q. And is there a particular percentage 

14 over which you say that smoker's brand loyal and 

15 under which you say that smoker is brand disloyal? 

16 A. Well, typically for a smoker who is 

17 telling us how much of their Usual brand, the brand 

18 they claim as their usual brand, normally we would 

19 expect to see them smoking their usual brand about 90 

20 percent of the time or more. And that would be a 

21 very loyal adult franchise smoker. 

22 Q. And if they're under 90 percent, do you 

23 consider that they still might have a usual brand but 

24 they're not a loyal usual brand? 

25 A. Not as loyal. 
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1 


Q. Not as loyal. And is there a point in 

2 which they become only an occasional user of your 

3 brand? 

4 A. Well, in our data we would consider 

5 anyone who purchased -- any adult smoker who 

6 purchases any brand other than their usual brand as 

7 an occasioned smoker of that other brand, whether 

8 they buy one pack or a carton or whatever. 

9 Q. And there's;some smokers who have no 

10 usual brand? 

11 A. There's a small proportion who don't 

12 claim a usual brand. 

13 Q. Can someone claim a usual brand if they 

14 only smoke that brand fifty percent of the time? 

15 A. If they consider it to be their usual 

16 brand. It's a personal attitudinal question. 

17 Q. So in your lexicon you.don't set a line 

18 and say if someone doesn't smoke their brand at least 

19 this much, then - - whether they think of it as usual 

20 or not, we don't think of it as usual? 

21 A. NO. 

22 Q. Okay. You started to answer to a few 

23 questions back by saying now we look at the 

24 percentage of - - was that indifferent over the time 

25 you've worked at RJR in terms of measuring brand 
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1 loyalty? 

2 A. I'm not sure, given our other available 

3 studies and systems that we had prior to the diary 

4 and then now the similar behavioral types of 

5 questions that are added onto tracker. I don't 

6 recall prior to the beginning of the diary exactly 

7 how we measure --may have measured loyalty. 

8 Q. And the diary started in approximately 

9 19 8 7?' 

10 A. Yes. 

11 Q. So at least since 1987, with the diary 

12 system, you measured loyalty of Smokers by what 

13 percentage of their usual brand they're purchasing? 

14 A. Yes. -.y-: -^ 

15 Q. When you do research in the Marketing 

16 Research Department, are projects initiated within 

17 your department or within the Marketing Department, 

18 or some of both? 

19 A. What do you mean by "initiated"? 

20 Q. Well, let me try it another way. If the 

21 brand manager for Camel, decides that they want to 

22 pursue a certain approach to marketihg and they 

23 decide that first they want some research to tell 

24 them that that approach is going to be good or bad, 

25 can they initiate a research project by coming over 
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to your department saying, We'd like to have you look 

2 into this? 

3 A. Yes. We work as a team. 

4 Q. On some occasions does the impetus for 

5 the research project come within your own department? 

6 We'd like to study this? 

7 A. It depends. But I'm not sure what you 

8 mean as brands? 

9 MS. BIXENSTINE: Are you talking about all 

10 research, marketing research? 

11 BY MR. ROWE: 

12 Q. No. A particular project. Whether some 

13 projects originate within your department rather than 

14 coming from the Marketing Department? 

15 A. So projects that are specific to a 

16 brand? 

17 Q. Yes. 

18 A. Or projects that are more corporate and 

19 global? 

20 Q. Both, Unless there's a difference. I 

21 mean any type of project you might be doing in your 

22 department? 

23 A. There are occasions 

24 MS. BIXENSTINE: I'm going to object, because I 

25 think.the question is vague and overbroad. But go 
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1 ahead and answer. 

2 THE WITNESS: There are some occasions when 

3 projects could be initiated within our department, 

4 but generally projects that are specific to a brand 

5 are initiated with a joint team effort, the Marketing 

6 Department and the research team that supports that 

7 marketing group. 

8 BY MR. ROWE: 


9 

Q. 

On the first type of 

project 

, the 

more 

10 

overarching 

project v- 




11 

MS. BIXENSTINE: What? I'm 

sorry? 

What 

kind 

12 

of project? 

- 




13 

BY MR. ROWE: 





14 

Q. 

The ones that go across more 

than 

one 

15 

brand? 





16 

A. 

Yes. 




17 

Q. 

What percentage of those originate 


18 

within the Marketing Research Department 

as opposed 

19 

to somewhere 

else in the company? 



l 

! 

20 

MS. BIXENSTINE: Obj ection. 

Calls 

for 

! 

21 

speculation. 

’ . 



| 

i 

22 

BY MR. ROWE: 




*-* i 

—a ! 

23 

Q. 

To the extent you can 

estimate? 

to i 

y* | 

24 

A. 

I have no idea. 



i 

in 

ift 

25 

Q. 

Okay. Is it unusual 

for an 

idea that 1 
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goes across brands to originate anywhere other than 
in the Marketing Research Department? 

A. I think you may be misunderstanding, 

because the things that the Marketing, Research 
Department might initiate would be something like, 
for example, a segmentation study that would be a 
total industry adult smoker look, and it would be 
used by all of the brand teams to better Understand 
their particular brand and competitors. So those are 
the things that our Researah Department would 


initiate on its own. Or something of that sort. 

Q. Were you aware in mid-1980's, late 

1980's, of a theory that was strongly advanced by 
Diane Burrows and Mr. Nordine that the critical 
challenge for RJR was to get first usual brand young 
adult smokers to choose*Reynolds' brands? 

A. Yes. 

Q. And you're aware that that theory was 

based upon the premise that smokers are extremely 
brand loyal so that once they choose a usual brand 
it's hard to get them to switch? 

A. Well, I'm not sure that I would agree 

with that necessarily, because I think that smokers 
do switch. 

Q. You would not agree with the premise 
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they had, but you're aware that that was Ms. Burrows' 
and Mr. Nordine's preference? 

A. I'm aware of that 

Q. Right. 

A. -- in their report. Yes. 

Q. And was there research done to try to 

confirm or deny that premise about brand loyalty? 

A. I didn't do any or I'm not personally 

aware of what may have been done. 

Q. In the course of studying the 

psychographics of adult smokers or any of the other 
research you did, did you develop data about the 
brand loyalty of smokers? 

A. Only from the standpoint of what percent 

of adult smoker volume was their usual brand versus 
some other brand. 

Q. The diary research? 

A. Or something like that that you could 

include in the segmentation study to find out. 

Q. And what did the segmentation studies 
that you saw with respect to Camel, between August of 
'91, and November, '94, show about the brand loyalty 
of Camel? 

A. I'm - * I don't recall. 

Q. Do you recall an indication that in the 
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case of Camel there was more of its share of smokers 

2 were occasional users than other cigarettes or 

3 other 

4 A. I do know that the proportion of Camel's 

5 total adult buyers, who were occasional, in other 

6 words, didn't claim Camel as their usual brand, was 

7 high -- higher than say Winston. 1 

8 Q. Did you develop any -* and that's in the 

9 period August, '91, to November, '94? 

10 A. Yes. And that was from a diary 

11 understanding, not from a segmentation study. 

12 Q . And did you develop any hypothesis about 

13 why that was? 

14 A. Not that I recall. 

15 Q. Did that fact or apparent fact from the 

16 diary have any significance for the marketing or 

17 promotion of Camel cigarettes? 

18 A. Well, I think that because Camel had -- 

19 has an appeal to an 18 - to-34 - smoker group, often 

20 those earlier 18 to 24 smokers haven't really defined 

21 or totally lighted on a specific brand that they 

22 smoke most often. And so there would be more 

23 occasional usage of a variety of brands among an 18 

24 to 34 group than say a 35-plus smoker group. 

25 Q. As you looked at the reports from the 
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diaries, between August of '91, and when they were 
discontinued in 1993 did you see a level of 
occasional usage of Camel that was higher than you 
would have expected, given what you've just said 
about it, Camel having an 18 to 34 market skew? 

A. I'm not sure we had an expectation 

level - - 

Q. Okay. 

A. -- that we were looking for. It was 

just something that we knew that the diary told us. 

Q. So you knew that the product had an 

18-to-34-year-old market skew? 

A. Yes . 

Q. And you saw from the diaries that there 

was more occasional use of Camel than, for example, 
Winston? 

A. Exactly. 

Q. And those two facts didn't seem 

inconsistent to you, so there was no other research 
done about it? '■ , 

A. Right. Because Camel has a more 18 to 

34 user skew than Winston does. 

Q. I show you a document that we'11 mark as 

Deposition Exhibit 156. It's a memo from you to S. 

C. Hawkins, dated January 13, 1993. There's some 
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handwriting right above the date, so it may say 1992. 
In fact, the handwritten note is dated January 19, 
'92, which suggests it probably is January 13, 1992, 

but it's difficult to read. The subject of the memo 
is "Direct Mail Over Penetration Problem in Diary." 
And -- this will be 156. 

(Plaintiff's Exhibit No. 156 
was marked for identification and 
retained by counsel.) 

THE WITNESS: (Reviewing document) 

Yes. I remember this. 

BY MR. ROWE: 

Q. Could you explain to me --well, first 

of all, you wrote that memo; right? 

A. Yes. 

Q. And whose handwriting is that on the 

top, if you know? 

A. Ernie Packelman. 

Q. What is the problem that's being 

discussed in that? 

A. Camel Cash was introduced in I believe 

September of 1991. And Camel Cash was a program that 
was available to 21-plus smokers. Because it was a 
direct mail effort, the program direct mail mailing 
was sent to a lot of smokers on their database. On 
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1 our database you have to be and certify by signature 

2 that you are a smoker age 21 or older and that you 

3 want special offers. 

4 So it appears that within our diary 

5 database part of - - or our diary system, some of the 

6 diary respondents were recruited through various 

.7 sources. And it appears that the direct mail effort 

8 may have over-penetrated people who were on the diary 

9 so that the diagnostics we were looking at on the 

10 diary about Camel and Camel Cash, and so forth, were 

11 way out of kilter with what the general market 

12 results for Camel were showing. 

13 Q. in other words, if I can try to 

14 summarize it in my lay understanding, the diary 

15 results were showing more smoking of Camel than 

16 perhaps was really going on in the market because the 

17 promotion was disproportionately hitting diary 

18 keepers? v 

19 A. Yes. Yes. True. 

20 Q. Was there anything you were able to do 

21 to correct ’that? 

22 A. I --you know. I don't recall exactly 

23 what occurred as far as making our diary, whether we 

24 did proceed with this re-tab or correction, 

25 recommendation, or not. X do believe that special 

55 

INTERIM COURT REPORTING 

http://legacyJibrary.ucsf.e^ / tidy^r^Q1^aO{) ! /<adf industrydocuments.ucsf.edu/docs/ytgl0001_ 


51721 7765 








1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


guidelines were put in place to try to ensure that 
the direct mail efforts in the future didn't go out 
to an overrepresentation of diary respondents. 

Q. I'd like to show you a document that 

I'll mark as Deposition Exhibit 157. It's titled 
"RJR Confidential, Business Information and Analysis 
Research Proposal*" It has a number BIAD No. 
93-13120, titled "Camel Advertising and Smooth 
Magazine Qualitative Research." 

(Plaintiff's Exhibit No. 157 

was marked for identification and 

retained by counsel.) 

BY MR. ROWE: 

Q. I'd like you to take a quick look at 

this document. You are shown as a person who has 
concurrence, and your initials are bn here. But I 
don't know who the author is. 

*r : 

A. (Reviewing document) 

Okay. Yes. 

Q. Do you know who authored that? 

A. I'm not certain. It could have been me 

• *. 

or it may have been Nancy Monda. I see her name on 
the distribution list and she worked with me at the 
time. 

Q. Do you recognize Deposition Exhibit 157 


l 
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1 


as a research proposal within RJR? 


2 


A. 

Yes. 

3 


Q. 

Does the number at the top or anything 

4 

else 

tell 

you that it was a 1993 research proposal? 

5 


. A. 

Yes. 

6 


Q. 

Is it the number that tells you that 

7 

or - - 


- ’ : . . ■ V : ■ ■ • _ , :■ ’ ■ . ■ . 

8 


A. 

Yes. 

9 


Q. 

If you could look at No 7. I think 

10 

it's 

over 

on the second page. 

11 


A. 

No. 7? 

12 


Q. 

Sort of toward the top, there's a -- 

13 


MS . 

BIXENSTINE: Right here. 

14 

BY MR 

. ROWE: 

15 


Q. 

Yeah. 

16 


A. 

Oh. Yes, 

17 


Q • 

If you cduld just read that into the 

18 

record, please. 

19 


A. 

No. 7, Participants will prefer a forma 

20 

that 

enhances communication by featuring colorful 

21 

impact for 

visuals and less copy. 

22 


Q. 

How was that conclusion reached? 

23 


A. 

It's not a conclusion. These are 

24 

hypotheses 

- - 

25 


Q. 

Oh. 
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1 A. -- that we will be exploring in the 

2 qualitative research. 

3 Q. Do you know' whether that hypothesis was 

4 validated? 

5 A. I don't recall. Typically/ that is 

6 something that smokers enjoy is less copy that they 

7 have to read. 

8 Q. And more colorful visuals? 

9 A. Yes. Just less copy is not appealing 

10 generally to smokers. 

11 Q. That's something you've learned in the 

12 course of your research work at RJR? 

13 A. Yes. I mean more copy is not appealing 

14 to smokers. I may have misstated that. 

15 Q. Right. Is there any difference among 

16 ages of smokers with respect to that proposition? In 

17 other words, do older Smokers prefer more copy or 

18 younger smokers prefer more copy or -- 

19 A. Smokers in general prefer less -- the 

20 less copy, the better. Because the more copy there 

21 is, the more cluttered it becomes and the more effort 

22 it takes. And I think that's true across all the 

23 ages. Older smokers are more avid readers, 

24 generally, but I think it's true across all the ages 

25 that they prefer less copy in advertising. 
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1 Q. So although you don't know whether that 

2 particular hypothesis was validated in this study, 

3 you know it to be generally true -- 

4 A. Yes. 

5 Q. that participants will prefer a 

6 format that enhances communication by featuring 

7 colorful impact for visuals and less copy? 

8 A. That's generally true. Yes. 

9 (Plaintiff's Exhibit No. 158 

10 was marked for identification and 

11 retained by counsel.) 

12 BY MR. ROWE: 

13 Q. I show you a.document marked Deposition 

14 Exhibit 158, memo dated September 4, 1991, from Ken 

15 Dobbins to you titled ’'Camel Share. " The question 

16 will be if you remember receiving this and what it's 

17 about? ' 

18 A. (Reviewing document) 

19 I was copied on this memo. I'm not -- I 

20 can't really say that X recall it particularly. 

21 After reading it I understand the gist of what it's 

22 saying, I think. 

23 Q. Could you tell me what the gist of it 

24 is? What's the problem that's being described? 

25 A. I believe that the tracker system may 
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1 have been not -- potentially showing a different or 

2 not expected share of smoker trend among 

3 18-to-24-year-olds. They've given prior history. 

4 Q. What was unexpected about the share it 

5 was showing? More? less? 

6 A. It may have been not growing any longer, 

7 or not growing, or flat, or down, or something. I 

8 sort of can't tell which of these lines goes with 

9 what data source here, so I'm not exactly sure. 

10 Q. Well, I'm glad to hear that, because I 

11 couldn't tell either. 

12 A. It would suggest to me that possibly 

13 some of these trends may not --may be going down in 

14 the later months in 199' -- late '90 to '91, or 

15 something, potentially. And the question may have 

16 come up as to whether we were asking the question 

17 correctly about what is your usual brand. And ken 

18 Dobbins is an employee of MARC, and he was simply 

19 reiterating that we haven't changed the methology and 

20 the question has been asked the same way. 

21 Q. In general, between August of '91, and 

22 November of '94, the market performance of Camel as 

23 you studied it showed, increases? 

24 A. I'm sorry? Would you repeat the 

25 question and the dates again? 
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1 Q. I was focusing on the period when you 

2 said you were directly assigned to Camel, August, 

3 '91, to November of '94, and my question was whether 

4 during that period the research you did showed an 

5 increase over that time period in the share of 

6 smokers smoking Camel? 

7 A. In the adult share of smokers smoking 

8 Camel; the 18 to 24 share? 

9 Q. How about in the whole adult? 

10 A. There may have been an increase in the 

11 total share. 

12 Q. How about in the 18 to 24? 

13 A. Yes. I believe there was an increase in 

14 the 18 to 24. 

15 Q. Definitely an increase? 

16 A. Yes. 

17 Q. More of an increase for 18 to 24 than 

18 relative to the whole market? 

19 A. Yes. 

20 Q. In fact, there were times when Camel's 

21 share of smokers accounted for virtually all of the 

22 company's gains during that period of time; right? 

23 MS. BIXENSTINE: Objection. 

24 THE WITNESS; All of the company's what kind of 

25 gains ? 
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1 BY MR. ROWE: 

2 Q. Gains of smokers? Share of smokers? 

3 A. I don't believe that's true. 

4 MS. BIXENSTINE: Objection. 

5 BY MR. ROWE: ' ■ " 

6 Q . Okay. Did you ever see it -- how 

7 about -- let me ask you that same question but with a 

8 different time frame. From the inception of the Joe 

9 Camel campaign, was there a time when Camel's share 

10 of smokers accounted for virtually all of the 

11 company's gains? 

12 A. I don't believe that's true, because 

13 there are other brands, particularly Doral, for 

14 example, that has been on a growth trend and it gets 

15 switching smokers. It's a savings brand, and it gets 

16 older adult smokers who are switchers from full price 

17 typically. 

18 Q. But now I want to ask just -- you-all 

19 have measured share of smoker on a monthly basis? 

20 MS. BIXENSTINE: Objection. During what period 

21 of time? 

22 BY MR. ROWE: 

23 Q. Between the inception of the Joe Camel 

24 campaign and today? 

25 A. I believe it is collected monthly, but 
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1 


we normally don't report it on a month-by-month 

2 basis. 

3 Q. What basis is it reported on? 

4 A. Typically, quarterly or half years. In 

5 some time frames it had been reported quarterly. I 

6 believe now we're only reporting it at half year. 

7 Q. Do you recall any time after the 

8 inception of the Joe Camel campaign when the Camel's 

9 share of smokers accounted for virtually all of the 

10 company's gain in a particular measurement period, 

11 quarter or half year? 

12 A. I'm not aware of that being determined. 

13 I don't recall it. 

14 Q. I want to show you a document that we'll 

15 mark as Deposition Exhibit 159. It's dated October 

16 2, 1989, from John Hribar. H-R-I-B-A-R. It's titled 

17 "Younger Adult Smoker Monthly Summary Report." That 

18 went to a lot of people in the company, including 

19 you. And I'd like to ask if you recall seeing this. 

20 And you're certainly welcome to look at the whole 

21 document. I want to call your particular attention 

22 to the third paragraph and ask you if I'm 

23 understanding that paragraph correctly to say Camel's 

24 excluding regular share of smokers accounted for 

25 virtually all of the company's gains? 
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1 (Plaintiff's Exhibit No. 159 

2 was marked for identification and 

3 retained by counsel.) 

4 THE WITNESS: (Reviewing document) 

5 Okay. I think what this means is that Camel 

6 accounts for all of the company's share of smoker 

7 gains among 18 to 24, not all of the company's gains. 

8 BY MR. ROWE: 


9 

Q. 

Overall? 


10 

A. 

Yes, The company 

is up .8 share points 

11 

among 18-to 

-24-year-olds. And 

Camel is up one share 

12 

point. 

- - ' . -‘v 


13 

Q. 

In what period of 

time is that up .8 

14 

or - - 



15 

A. 

It's dated August, 

'89; but it's year 

16 

ending August, '89, data apparently. Comparison of 

17 

year ending 

8/31/89 versus year 

ending 8/31/88. 

18 

Q. 

So it's tracking the last 12 months? 

19 

A. 

Yes. / 

20 

Q. 

And over that time 

Camel accounted for 

21 

all the gains in the 18-to-24 group, but not 

22 

necessarily 

all of the gains in 

the company? 

23 

A. 

Exactly. 


24 

Q. 

Is a one share point gain in a 12 -month 

25 

period a good performance? 
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1 


MS. BIXENSTINE: Objection. What do you mean 

2 by "good"? 

3 THE WITNESS: What do you mean by "good"? 

4 BY MR. ROWE: 

5 Q. Would you consider that to, be a strong 

6 performance from Camel? ' 

7 A. I think it would be positive performance 

8 for a brand. 

9 Q. If a brand gains a share point every 12 

10 months, how many years would it take until it 

11 monopolized the market? 

12 MS. BIXENSTINE: Objection. 

13 THE WITNESS: It unfortunately doesn't work 

14 that way. 

15 BY MR. ROWE: 

16 Q. Okay. Normally, brands don't gain a 

17 share point in 12 months? 

18 A. No. Well, it would not gain a share 

19 point every year on a,continuing basis until they 

20 monopolized the market. > Otherwise, Marlboro would 

21 already have a hundred'percent of the market. 

22 (Plaintiff's Exhibit No. 160 

23 was marked for identification and 

24 retained by counsel.) 

25 BY MR. ROWE: 
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1 


Q. I want to show you what's been marked as 

2 Deposition Exhibit 460. It's another one of these 

3 reports from -- this one is from K. Prasad. 

4 p-r-a-S-a-d. This one is dated May 18, 1989, 

5 entitled "Younger Adult Smoker Monthly Summary 

6 Report." These reports on a monthly basis are 

7 tracking share of smokers; right? 

8 A. Yes. But I believe they're aggregating 

9 more than a month. 


10 Q. They're looking back 

11 A. It's stated monthly, but it pulls in 

12 more than just a month of data. 

13 Q. Who is K. Prasad? 

14 A. He's no longer with our company. He 

15 reported to John Hribar. 

16 Q. And is Mr. Hribar with the company? 

17 A. No. 

18 Q. What were their positions when they were 

19 working in 

20 A. They were I believe responsible for the 

21 tracker and the diary systems. 

22 Q. Did they report to you? 

23 A. NO. 

24 Q. To whom did they report? 

25 A. I'm not sure. It may have been Jim 
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Gemma. 


*7 


2 Q. Were they in a line of reporting to you 

3 or you were in a different area?, 

4 A. We were in a different part of the 

5 Marketing Research Department. 

6 Q. I'm going to show you this document 160. 

7 And you're again welcome to look at the whole thing. 

8 My particular focus will be on the - - the second 

9 bullet point on the first page after the cover. 

10 A. (Reviewing document) 

11 (Plaintiff's Exhibit No. 161 

12 was marked for identification and 

13 retained by counsel.) 

14 THE WITNESS: Okay. 

15 MS. BIXENSTINE: Can I see it just one second? 

16 BY MR. ROWE: 

17 Q. This document also went to you? 

18 A. Yes. 

19 Q. And you remember receiving it in the 

20 normal course of business? 

21 A. Not specifically, but yes. 

22 Q. You certainly received documents of this 

23 type? 

24 A. Like this. Yes. 

25 Q. Right. And if I could have it back for 
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a second, I need to look at that. 

2 On the second bullet point on the first 

3 page after the cover page, which is Bates stamped 

4 RJM046051, Mr. or Ms. Prasad - - is that 

5 A. Mister. 

6 Q. Mr . Prasad. Am I saying - - 

7 A. Prasad. ■ 

8 Q. Prasad. Says that Camel's ex regular -- 

9 does that mean excluding regular? 

10 A. Yes. It's talking about the Camel 

11 filter styles excluding the;nonfilter styles. 

12 Q. Why do you measure excluding the 

13 regular? : ’ 

14 A. Because the regular is the nonfilter 

15 style and the whole nonfilter category is declining 

16 in the market. 

17 Q. Is the nbnfliter version of Camel, the 

18 regular, is that the one that appeals to the older 

19 franchise? 

20 A. It is a style that typically is smoked 

21 by older adults. 

22 Q. Camel's ex regular share --then there's 

23 another parenthetical. Looks like it's 4.1 percent, 

24 among 18 to 24 smokers in the 12-month period ending 

25 February, 1989, was up 1.2 share points versus a year 

V ' 6 8 
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1 ago. Camel's improved performance versus year ago 

2 among 18 to 24 smokers is benefiting from the 

3 stronger younger adult smoker emphasis in the brand's 

4 advertising and promotion strategy throughout 1988. 

5 Do you agree with that statement? 

6 MS. BIXENSTXNE: Do you want to put it in front 

7 of her? 

8 BY MR. ROWE: 

9 Q. It's really the second sentence I'm 

10 focusing on. 

11 A. That was probably believed. Yes. 

12 Q. The advertising and promotion were 

13 working? 

14 MS. BIXENSTINE: Objection. I think it calls 

15 for speculation. She wasn't on Camel at that time. 

16 If you know the answer, go ahead and answer. 

17 THE WITNESS: That was the first year after 

18 Camel's repositioning was launched, and I believe 

19 that it was related to hypo- -- hypothetically 

20 believed - - a hypothetical belief that the 

21 positioning may have had an improved effect on 

22 18-to-24-year-old smokers. 

23 BY MR. ROWE: 

24 Q. And when you say "the positioning," you 

25 mean the repositioning of the image and marketing and 
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1 advertising of the camel through the Joe Camel 

2 campaign; right? 

3 A. Yes. 

4 Q. It was repositioned to appeal to a 

5 younger market? 

6 A. It was repositioned to appeal to an 

7 18 - to-24-adult-smoker market . 

8 Q. And Mr. Prasad is expressing a view 

9 there with which you agree that that repositioning 

10 appears to have worked to increase Camel's share of 

11 18 - to-24-year-olds? 

12 A. I believe that's what he was stating. 

13 Yes. 

14 Q. Are you aware of any research that would 

15 show whether during this same period of time Camel 

16 had obtained a larger share of under-18 smokers? 

17 A. I'm not aware that we did any research 

18 to evaluate underage smokers. 

19 Q. Are you aware of any research outside of 

20 the company to show whether or not Camel in that same 

21 time period had increased its share among under-18 

22 smokers? 

23 A. I'm not aware except what was in the 

24 media. 

25 Q. In response to what was in the media 
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25 


well, what did you see in the media? 

A. I don't remember specifically, but there 

may have been some newspaper --I don't--- I don't 
recall specifically. 

Q. Do you recall -- 

A. But we have never, that I'm aware of -- 

at R. J. Reynolds, I was never aware that we had ever 
tracked underage smoking^ 

Q. You were aware that in the media it was 

reported that there were studies that showed that Joe 
Camel had resulted in an increase in underage 
smoking? 

A. Yes. I'm not sure if it occurred at the 

time of that memo or if it's been since then. 

Q. But sometime after 

A. At sometime. 

Q. After the inception of the campaign? 

A. Yes. 

Q. And are you aware of any research 

undertaken at RJR or commissioned by RJR to study the 
question of whether or not the Joe Camel ad campaign 
was increasing Camel's share among underage smokers? 

A. No. I'm not aware of any research that 

R. J. Reynolds has done with underage smokers. 

Q. Did you have any discussion at RJR that 
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it might be a good idea or a bad idea to research the 

2 question in order to answer the criticisms 

3 A. No. 

4 Q. in the media? 

5 A. I've never heard, read, seen, had 

6 suggested to me, implied in any way that Reynolds 

7 should look into underage smoking. 

8 Q. I'm going to show you a document marked 

9 Deposition Exhibit 161. It's a little different than 

10 the last couple we looked at. It's titled "Camel 18 

11 to 34 Flash Report-March 1992," and it's dated April 

12 8, 1991. I would like to ask you -- you're shown as 

13 a recipient of this from Scott Carey. I'm going to 

14 ask you what the format is and whether those dates 

15 are correct and -- 

16 A. Okay. 

17 Q. how this works. 

18 A. (Reviewing document) 

19 I believe this is an incorrect date at 

20 the top. Apparently, it should be April 8, 1992. 

21 Q. And do you recall receiving documents of 

22 that nature? 

23 A. Yes. 

24 Q. What is the difference between that type 

25 of report and the report we looked at that was titled 
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1 


"Younger Adult Smoker Monthly Summary Report," such 


as Deposition Exhibit 160? 


Was that the others that I've 


from 


John Hribar and 

Q. Right. 

A. Okay. 

MS. BIXENSTINE: That was actually from Krishna 
Prasad. 

THE WITNESS: Right, Well, the -- it's similar 
in respect that the data is obtained from a tracker 
boost to ensure that we have the readable sample of 
these smokers to look at. And it is comparing 
monthly -- aggregated monthly results. In this case, 
it appears that we had established a share of 
full-price smoker goal among 18 - to-24-year-old 
full-price smokers. 


BY MR. ROWE: 


goal ? 


Tell me about that. You established a 


It appears so. 

How was the goal established? 

Generally, it would be established based 


on the trend that we had seen in, say, the prior 
year, and we would project among that 18-to-24 or 
18-to-34 group where the trend might be proceeding, 
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and it would be established as a goal that we were 

2 trying to reach. 

3 Q. Can you tell from that report what the 

4 established goal increase was in share? 

5 A. It is giving us a goal as of the month 

6 that we're looking at it, and that goal would be 

7 calculated on a monthly basis, so that by the end of 

8 the year you would reach your yearly goal. 

9 Q. Right.. 

10 A. So this is giving you a March monthly 

11 aggregated goal. 

12 Q. And that goal is? 

13 A. It is 9.1 percent of l8-to-24 full-price 

14 smokers. 

15 Q. And what was the actual share going into 

16 that month? In other words, I'm trying to determine 

17 what 

18 A. Well, it appears that the full year 

19 1991, actually was 8.3 percent. 

20 Q. And so the goal was to b^ up .8 by 

21 March? 

22 A. Well, the yea,rly actual includes the 

23 full 12 months. So while the beginning of the year 

24 may have been lower, where you're exiting the end of 

25 the year, you would be able to move into a place 
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1 where that -- where by the first quarter your goal 

2 would presumably be reachable at 9.1 percent. 

3 Q. Can you the tell looking at Deposition 

4 Exhibit 161 what the annual goal was for 1991 or 

5 1992,. in terms of increasing Camel's share? 

6 MS. BIXENSTINE: Share overall, or for 18 to 

7 34? 

8 BY MR. ROWE: 

9 Q . For 18 to 34. 

10 A. Well, it appears among l8-to-34 

11 full-price smokers that the monthly goal was 

12 established at 6 percent through April; 6.1 percent 

13 from May through August; and 6.2 percent for 

14 September through December. 

15 Q. And is percent there the same as share 

16 of smoker? 

17 A. It's - - yes. It's share of full-price 

18 smokers. And this is 18 to 34. 

19 Q. And then the 8.3, was that 18 to 24? 

20 A. Yes. 

21 Q. How about with the 18-to-24 group, can 

22 you tell what the annual goal was to increase it? 

23 How much they were trying to increase it? 

24 A. It would appear that the annual result 

25 for '91, it looks like it was 8.3; and by the end of 
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December, it was expected to be 9.6. 

2 Q. To go from 8;3 to 9.6? 

3 A. For the full year 'fl, versus the full 

4 year '92. 

5 Q. And then can you tell if that goal was 

6 achieved? 

7 A. Not from this report. 

8 Q. Would you agree that's an ambitious 

9 goal? 

10 A. It's an optimistic goal. Yes. 

11 Q. And who participated in establishing 

12 such a goal? 

13 A. The Brand Business Unit, our Sales and 

14 Research, and MARC, our supplier, helped us with 

15 projections. 

16 Q. Who or whom'within the Brand Business 

17 Unit would participate? 

18 A. The brand manager. The head of the 

19 Camel Business Unit at the time as well. 

20 Q. Who was the brand manager for Camel in 

21 1991? 

22 A. There were three, as I recall: Ned 

23 Leary, Diane Burrows, and Charlie Davie. But the one 

24 who would have been primarily responsible for that, I 

25 believe, would have probably been Ned Leary. 
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1 


Q. And those brand managers are the brand 

2 managers within the marketing and research - - 

3 marketing research area; right? 


4 

A. 

No. - 


5 

. Q. 

No? 


6 

A. 

In the Marketing Department. 


7 

Q. 

In the Marketing Department. 


8 

A. 

The brand managers. 


9 

Q. 

Brand managers. And to whom did 

the 

10 

brand manager report? 


11 

A. 

To the vice president. 


12 

Q. 

And who was-the vice president for Camel 

S'.' 

13 

at that , 

time? 


14 

A. 

Ed Blackmer. 


15 

Q. 

In 1991? 


16 

A. 

Yes. 


17 

• Q. 

When you said there were three brand 

18 

managers 

, Ned Leary, Diane Burrows -and I didn't 

19 

catch the third one? 


20 

A. 

Charlie Davis. 


21 

Q. 

Were they all at the same time or 

did 

22 

they trade off during 1991? 


23 

A. 

They were all at the same time. 

They 

24 

had very 

distinctly different responsibilities 

« 

25 

Q. 

What were their responsibilities, 

Mr. 
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Leary and Ms. Burrows and Mr. Davis, in 1991? 

2 A. Ned Leary was responsible for Camel Cash 

3 and the ongoing base brand Camel. Diane was 

4 responsible for product -- product research -- 

5 product -- the product. Period. And for line 

6 extension, such as Camel Special lights. And Charlie 

7 Davis was responsible for the retail effort. 

8 Q . Sales? 

9 A. Yes. Well, not exactly sales. But the 

10 marketing relationship with sales, getting the 

11 marketing retail programs to the salespeople in order 

12 to execute -- have them executed there. 

13 Q. When you said Mr. Leary was responsible 

14 for the base brand, what's base brand? 

15 A. Well not the line extension Camel 

16 Special Lights, because that's what Diane was 

17 responsible for. 

18 Q. Okay, was she responsible for - only 

19 for the line extensions or did she 

20 A. The line extension, I believe, for 

21 product -- product performance. 

22 Q. Product performance of the base brand as 

23 well? 

24 A. I believe so. 

25 Q. Okay. 
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A. And * - I guess that's all I recall that 

she was responsible for. 

MR. ROWE: Okay*. Well, let's take a break 
since we're about to run out of videotape. 

THE WITNESS: Okay. 

THE VIDEOGRAPHER: Off the record at 11:03. 

(Recess) 

THE VIDEOGRAPHER: The time is 11:12. This 
begins tape two of the deposition of Regena 
Pasterczyk. 


BY MR. ROWE: 


Ms. Pasterczyk, I'm going to show you 


what was previously marked as Deposition Exhibit 6, a 
document titled "Younger Adult Smokers," and ask you 
if you've ever seen this before? 

A. (Reviewing document) 

I vaguely remember this, but I don't 
remember the specifics or the details. 

Q . Who authored it? 

A. I'm not sure. 

Q. What do you remember it from? 

A. I'm not sure what I remember except some 

general update, I suppose. 

Q. Are you able to tell 

A. I don't know. 


INTERIM COURT REPORTING 


http://legacvJibrary.ucsf.efl^d/ardiOgaQ€VpgWv.industfyd6cuments.ucs f.edu/docs/vtql0001 


51721 "7789 







1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


Q. Are you able to tell whether it was 

authored by someone internally at RJR? 

A. I believe that it probably was. But I 

don't know by whom. 

Q. Are you able to tell from the document 

what department or what section such a document 
originated from? 

A. It likely came from the Marketing 

Research Department. It quotes things like 
Yankelovich data which is an omnibus that a lot of 
companies subscribe to. 

Q. If you were to look at the - - at page 2, 

which is the second page of the document, there's a 
number .4. It says the value of F-U-B-Y A-S -- 
that's first usual brand young adult smokers -- 

A. Yes. 

Q. -- compounds over time due to extreme 

brand loyalty and rate per day increases. 

Do you understand what.is meant by 


extreme brand loyalty? 

A. I'm hot sure what they meant or what -- 

how they defined it or what basis they're using. 

Q. When you Say "they," you mean the 
author? 

A. The author. 
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1 Q. Have you ever heard within the RJR 

2 Marketing Department; the term "extreme brand loyalty" 

3 applied to FUBYAS? 

4 A. I've heard brand loyalty applied to the 

5 cigarette category. I don't know about extreme. 

6 Q. You see up above it No. 2, the statement 

7 is made again that young adult smokers are the only 

8 source of replacement smokers? 

9 A. Yes. I see that. 

10 Q. And that lass than one third of smokers 

11 start after the age of 18? 

12 A. I see that. 

13 Q. You mentioned earlier that there was an 

14 understanding that you had that brand loyalty among 

15 18 - to-24-year-olds is still in formation compared to 

16 older groups? 

17 A. I believe that there is more switching 

18 of using of occasional use brands among 18 to 24. 

19 Yes. 

20 Q. And then at some point people solidify 

21 into their usual brand; right? 

22 A. Yes. 

2 3 MS.. BIXENSTINE: Objection. 

24 BY MR. ROWE: 

25 Q. And the document in front of you is 
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1 espousing a view that first usual brand young adult 

2 smokers drive the growth of Marlboro and Newport; 

3 right? That's at number 3. 

4 A. Yes. That's what it says. 

5 Q. RJR is substantially underdeveloped and 

6 declining in its share of 18-to-20-year-old smokers? 

7 A. Yes. 

8 Q . This document was from 1988? 

9 A. It appears to be either last half 

10 '87. I don't know if it was '88 or not. Because 

11 they cite information through first half '87. 

12 Q. So it could be from the last half of 

13 '87? 

14 A. Yes. 

15 Q. It appears to be a document generated at 

16 around the time of the inception of the Joe Camel 

17 campaign or slightly before? 

18 A. I believe so. 

19 Q . At that time the author concluded -- the 

20 author who worked in the same department as you, 

21 concluded that RJR is substantially underdeveloped 

22 and declining in the share of 18-to-20-year-old 

23 smokers; right? 

24 A. Yes. 

25 Q. And the Joe Camel campaign was designed 
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to remedy that problem; right? 

2 MS. BIXENSTINE: Objection. Calls for 

3 speculation. If you know; answer the question. 

4 THE WITNESS: The Joe Camel campaign was 

5 designed to reposition Camel in a meaningful relevant 

6 way to adult smokers :18 to 34. 

7 BY MR. ROWE; 

8 Q. And one of the reasons for that 

9 repositioning was the perception that obtaining first 

10 usual brand young adult J smokers was critical to the 

11 long-term health of the company; right? 

12 MS. BIXENSTINE: Objection. 

13 THE WITNESS: The -- I believe the 

14 understanding or belief is that brands that have an 

15 18 to 34 most smokers skew are - - have a long-term 

16 viability in the marketplace. 

17 BY MR. ROWE: 

18 Q. And that is due to the extreme brand 

19 loyalty of smokers? 

20 A. It's due to those smokers aging into 

21 older age groups as they age. Presumably some or 

22 many of them will stay with the,brand. 

23 Q. And they will smoke at a higher rate 

24 than they do when they/re 18 to 24; right? 

25 A. The rate per day for smokers is higher 
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among older adult smokers. 


Q. Thank you. 

I show you a document that was 
previously marked as Deposition Exhibit 28, titled 
"Younger Adult Smoker Opportunity Purpose." I'll ask 
you if you've ever seen that before? 


that ? 


MS. BIXENSTINE: John, what exhibit number is 


MR. ROWE: 28. 

THE WITNESS; {Reviewing document) 
Do you know the date of this? 


BY MR. ROWE: 


Internally, it appears to have been 


written in 1988. 


I don't ** I don't recall this specific 


document. No. 


Does it appear to be an RJR internally 


generated document? 

A. I would say probably is. 

Q. Do you see on the second page of the 

document there's a reference to marketing programs 
clearly targeted Camel's 75th and Salem campaign? 

A. Yes. 

Q. Those campaigns ran in 1988? 

A. I don't recall when the Salem campaign 
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ran or which Salem campaign they were talking about. 

Q. Okay. 

A. The Camel 75th ran in 1988. 

Q. If you use the page numbers on the far 

right, they're kind of -- well, they're at the top as 
you're looking at it. They're kind of the large 
ones . 


A. These? 

Q. Yeah. I would like you to go to 034088, 

which is approximately the eighth or tenth page in 
the document. I think you've got it right there. 


A. 

Oh. 

These numbers? 

Q. 

NC. 

I'm sorry. I'm wrong. 

A. 

Okay. 


Q. 

Next 

one. That'sit. 


And you said you don't know who the 
author of this document was? 

A. No. 

Q. But you recognize it as probably being 

an RJR internal document? 

A. Probably. 

Q. See the second paragraph says, Benefits 

of younger adult smokers compound over time as a 
result of brand loyalty, which is underlined, and the 
increase in rate per day and smokers age; right? 
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1 A. (Witness nodded head affirmatively) 

2 Q. Yes? 

3 A. Yes. I see that. 

4 Q. And you recognize that as a sentiment 

5 that you heard expressed in the Marketing Research 

6 Department of RJR? 

7 A. I -- I mean Clearly it's here in 

8 writing, so -- and I do know that the rate per day 

9 does increase as smokers age. I'm not sure about the 

10 brand loyalty aspect any longer because of the 

11 savings brand proliferation and other— the other 

12 brand proliferation oVer time. There are a lot more 

13 brands available now than there used to be. And so I 

14 do believe that smokers, and because-of pricing 

15 issues and so forth, smokers do switch. 

16 Q. This statement is as of 1997? 

17 A. Yes. 

4 • ' 

18 Q. But this document written in 1988, the 

19 author expressed a view that younger adult smokers 

20 are the key to future growth for any company or brand 

21 for several reasons, and then listed among those 

22 reasons brand loyalty and the increase in rate per 

23 day; right ? 

24 MS. BIXENSTINE; Objection. 

25 THE WITNESS; That f s what the author was 
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1 stating. Yes. 

2 BY MR. ROWE: 

3 Q. And that was a view that was held within 

4 RJR as of 1988; right? 

5 MS. BIXENST1NE: Objection. 

6 THE WITNESS: I'm not sure. 

7 MS. BIXENSTINE; What do you mean by "held 

8 within RJR"? You mean by someone other than the 

9 author? 

10 BY MR. ROWE: 

11 Q. No. Not necessarily. But within RJR, 

12 there was a perception in 1988, that brand loyalty 

13 and the increase in rate per day as smokers age meant 

14 that younger adult smokers were the key to future 

15 growth? 

16 MS. BIXENSTINE: Objection to the form of the 

17 question. I think it calls for speculation. And 

18 it's vague. But you can answer it if you understand 

19 it. And you know the answer. 

20 THE WITNESS: I don't know the answer. I don't 

21 know the answer to that. 

22 BY MR. ROWE: 

23 Q. Did you believe in 1988, that younger 

24 adult smokers was the key to future growth for the 

25 company? 
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A. I thought they were an important part of 

the future growth of the company. 

Q. And that was in part because of the 

brand loyalty that smokers demonstrate? 

A. No, It was because of these reports 

that were presented from the -- that Diane Burrows 
report from the Strategic Research Group. 

Q. Which indicated that brand loyalty was 

an important factor? 

A. Yes. 

Q. Thanks. 

Let me show you what was previously 
marked as Deposition Exhibit 150, a document titled 
"Are Younger Adult Smokers Important"? And I want to 
be sure I'm giving you the whole exhibit. Give you 
the binder. I'll ask you if you've ever seen that 
before? 

A. (Reviewing document) 

MS. BIXENSTXNE: Is this 150 or 158? I 
couldn't read it very well. 

MR. ROWE: 150. 

MS. BIXENSTINE: Thank you. 

THE WITNESS: I don't remember this 
specifically. No. 

BY MR. ROWE: 

8 8 
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1 Q. Do you recognize it as - - it's stamped 

2 "RJR Confidential." Is that a stamp that's used in 

3 the normal course of RJR business? 

4 MS BIXENSTINE: Objection. 

5 BY MR. ROWE: 

6 Q. Have you seen that stamp on other 

7 documents ? 

8 A. I have seen the stamp before. 

9 Q. What determines when a document is 

10 stamped "RJR Confidential"? 

11 A. I'm not sure. Secretaries put it on 

12 there. I think all of our documents are proprietary 

13 and many of our reports are issued with "RJR 

14 Confidential" at the top of the report because they 

15 are proprietary documents for us. 

16 Q. If a document is not stamped "RJR 

17 Confidential," does that mean it's not regarded as 

18 proprietary? 

19 A. No. It can be an oversight. 

20 Q. In the general course are most of the 

21 documents that you were involved with in the 

22 Marketing Research area stamped "RJR Confidential"? 

23 A. I believe so. 

24 Q. Do you sometimes stamp them? 

25 A. No. > 
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Q. Did I ask you if you had seen this 


document before? 

A. Yes. I don't recall it. 

Q. Do you recognize it as an internal 

document generated by RJR? 

A. It looks like the RJR font back in those 

'80s days. 

Q. Are you able by looking at it to tell me 

what department authored it or anything about who 
might have authored it? 

A. I don't know. 

I don't know. 

Q. You don't remember this information 

being presented? 

A. I don't recall it. No. 

Q. On the,third page of the document, the 

last line --well, the last bullet point says, 

Brand's companies which are underdeveloped among 
FUBYAS must constantly work hard to attract 
switchers -- to move these nearly immovable loyal 
smokers. 


Have you ever heard that sentiment 
expressed within the RJR Marketing Research 
Department? 

A. I don't remember those words in 
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1 particular. 

2 Q. You've heard people express the 

3 difficulty of getting loyal smokers to switch brands? 

4 A. I think years ago before there was a 

5 proliferation of many different brands and many 

6 different brand styles that --with fewer choices 

7 that adult smokers who chose a brand may have been 

8 more loyal because there were not as many options for 


9 

them 

to 

consider. 

’ ... . ■ 



10 


Q. 

And that was 

the perception in 

1988 at 

11 

RJR? 






12 


A. 

I'm not sure 

if it was at 

that 

point, 

13 

because 

I know the savings 

segment had 

just 

begun 


14 introduction in -- sometime in the '80s. So things 

15 that were written earlier in the '80s, I'm not sure 

16 if they would still be applicable later or not. And 

17 I don't believe that they are applicable now. 

18 Q. You think there's less-brand loyalty now 

19 than there was in 1988? 

20 A. I believe there's less brand loyalty 

21 over time, yes. That's the early '80s, for sure. I 

22 don't know about since 198$. But before 1984, the 

23 savings brands were not out there. 

24 Q . Thank you. 

25 I'd like to show you a document that was 
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1 


previously marked Deposition Exhibit 11, titled 
"Camel Advertising Development, White Paper." 

A. (Reviewing' document) 

I don't believe I've ever seen this 


document. 


Have you ever seen it - - a white paper? 


Advertising white paper? 


paper? 


Not ,that I recall. 

Do you know why it's called a white 


Probably because it's pulling a variety 


of sources of information together. It's not a 
specific research study that was executed to answer a 
specific question or evaluate a specific marketing 


element. 


Is there anything in the document that 


would allow you to:tell me what section or what 
person might have authored it? 

MS. BIXENSTINE: Objection. It assumes it came 
from RJR. 


BY MR. ROWE: 


Q. Do you knowif it even came from RJR? 

A. I don't know. I would -- it may have, 

because it mentions information as far as shipment 
data and advertising things that are going on which I 
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1 would assume would be proprietary to RJR. 

2 Q. And are you able to tell what section or 

3 department might have authored that? 

4 A. No. It's not clear. 

5 Q. Have you talked to anyone at RJR about 

6 your testimony here today? 


7 

A. 


No . 


8 

Q. 


Does anyone know you' 

re here? 

9 

A. 


Yes < 


10 

Q • 


Did you talk to them 

about the substan 

11 

of what you 

were going to testify? 


12 

A. 


Just that I had to give a deposition. 

13 

Q. 


To whom do you report 

these days? 

14 

A. 


Pardon me? 


15 

Q. 


To whom do you report 

at RJR? 

16 

A. 


Doug Webber. 


17 

Q. 


So Mr. Webber knew you were over here? 

18 

A. 


Yes . 


19 

Q. 


Anyone else know that 

you're here 

20 

testifying? 



21 

A. 


Some of my colleagues 

« 

22 

MR. 

ROWE: Can we go off the 

record? 

23 

THE 

VIDEOGRAPHER: We're off 

the record at 

24 

11:39. 


, - 


25 



(Recess) 



93 


INTERIM COURT REPORTING 

http://legacy.library.ucsf.eflhPtiD^ard|OtpaQCVpcWv.industrydocuments.ucsf.edu/docs/ytgl0001 


51721 7803 







1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


THE VIDEOGRAPHER: On the record at 11:48. 

BY MR. ROWE: 

Q. Ms. Pasterczyk, I wanted to ask you to 

take another look at Deposition Exhibit 5, which is a 
Strategic Research Report authored by Diane Burrows 
on February 29, 1984, titled "Younger Adult Smokers 
Strategies and Opportunities " And I believe this 
was the document you identified earlier as a report 
you have seen - - that you saw after starting work at 
RJR; right? 

A. Yes. 

Q. I want to call your attention to 

Appendix B. 

A. Okay. 

Q. See that it's titled "Younger Adults' 

Importance as Replacement Smokers"? 

A. Yes. 

Q. And then you see down below that in the 

middle of the page there's a chart showing the 
starting age of smokers 12, 13, 14, 15, and so on? 


A. Yes. 

Q. Now, you had testified earlier that 

you've not seen any documents at RJR charting 
underage smoking; right? 

A. Yes. 
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Q. But this document does do that; right? 

A. It does. 

MR. ROWE: I have no other questions. 

THE WITNESS: I guess I should have said I 
didn't recall. 

THE VIDEOGRAPHER: Will there be no further 
questions? 

We're off the record at 11:49. 

MS. BIXENSTINE: v Let me - - can I make a 
statement on the record? 

THE VIDEOGRAPHER: Yes. 

MS. BIXENSTINE: Two things. One, I would ask 
if either the court reporter or Mr. Rowe could send 
me the new exhibits that were marked in this 
deposition from Exhibit 155 through 161. 

MR. ROWE: 1 will4o SO; 

MS. BIXENSTINE? Thank: you. And second, the 
witness will exercise her right to review the 
transcript and make any necessary corrections and 
sign it. And I would ask the court reporter to send 
the original transcript to me and I will forward it 
to Ms. Pasterczyk. 

MR. ROWE: And Ms. Pasterczyk, I'd like to say 
on the record as a caution to you that you're 
certainly entitled to make corrections on the 

9 5 
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transcript. You should know that if you make 
corrections, I'm entitled to comment on the 
corrections. And if you make a change that alters 
the substance of any of your testimony, I'm entitled 
to -- if I think it's necessary to recall you for 
more questioning about the change or the change in 
the testimony. 

THE WITNESS: Okay. 

MR. ROWE: Okay. Off the record? 

THE VIDEOGRAPHER: We're off the record at 

11:50. 

(TIME NOTED: 11:50A.M.) 

I declare under the penalty of perjury 
under the laws of the State of California 
that the foregoing is true and correct. 

Executed on_______, 19_, 

at____ __, North Carolina. 


SIGNATURE OP THE WITNESS 
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STATE OF NORTH CAROLINA ) ss: 
COUNTY OF GUILFORD ) 


I, Patricia Jaeger, Registered Professional 
Reporter, Notary Public, do hereby certify: 

That the foregoing deposition of REGENA 
PASTERCZYK was taken before me at the time and place 
therein set forth, at which time the witness was put 
under oath by me; 

That the testimony of the witness and all 
objections made at the time of the examination were 
recorded stenographically by me, were thereafter 
transcribed under my direction and supervision and 
that the foregoing is a true record of same. 

I further certify that I am neither counsel for 
nor related to any party to said action, nor in 
anywise interested in the outcome thereof. 

IN WITNESS WHEREOF, I have subscribed my name 
this 1st '} day of Aug „ 1997* 



Pro 

Notary Public 



^Notary Public, North Carolina 
County of QuRford 
Patricia Jaeger 
Commission Expires. 
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i v«ii\ . imimk. a .'i .1 < .tTAX^TTi^. r^ru: mr 1 ▼ */■ 1 mi ill ay 



Change "Webber" to "Weber” 


Insert "of replacement smokers" after "group" 


insert", not that I recall." after "No" 


Insert "I'm aware that smokers have generally 
started to smoke by age 24," arid delete "Yes." 


Delete "yes," and Insert "I don't recall that less 
than one-third of smokers start after age 18." 


"A-G-E-N-I-X" to "A-G-E-M-I-X" 


Change "occasioned" to "occasional" 


Insert a comma after "mean" and change 
""brands?" to "a brand project?" 


"understanding" to "study" 


Change "less" to "more" 


Change "our Sales and Research" to "ourselves 
in Marketing Research" 


Change "of' to "or" 


Delete "most" and change "smokers" to 
"smdker" 


Change "Webber" to "Weber" 


Regena Pasterczyk 
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transcript. You should know that if you make 
corrections, I'm entitled to comment on the 
corrections. And if you make a change that alters 
the sub'stance of any of your testimony, I'm entitled 
to -- if I think it's necessary to recall you for 
more questioning about the change or -* the change in 
the testimony. 

THE WITNESS: Okay. 

MR. ROWE: Okay. Off the record? 

THE VIDEOGRAPHER: We're off the record at 

11 ! 50 . 

(TIME NOTED: 11 $ 50 A.M. ) 

I declare under the penalty of perjury 


under the laws of the State of California 
that the foregoing is true and correct. 




SIGNATURE OF THE WITNESS 


INTERIM COURT REPORTING 
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In every sense*, companies with strong younger adult trends hold the high 
ground, standing above the increasingly difficult and costly battle for 
switchers. Today, only Philip Morris and Lorillard are growing among younger 
adult smokers; RJR is losing about a point per year among this group. 


SUCCESSFUL YOUNGER ADULT BRAND STRATEGIES OF THE PAST 

A review of the five key brands in the last half century — Pall Mall, 

WINSTON, Marlboro, Kool, and Newport — shows that each built considerable 
strength among younger adult smokers well ahead of its upsurge in market 
share. Their strategies succeeded almost invisibly, hidden from competitors 
in the critical but low-volume younger adult smoker market. 

The positionings of these brands have all been very different, but there have 
been important similarities in the strategies they followed. While chance may 
have played a,role in these past successes, the analysis indicates that the key 
elements can »e ; understood and purposefully leveraged if sufficient time, 
priority, and resources are Invested . . ' ; 

• All of these brands took advantage of changes in the external environment 

that worked against or were Ignored by their predecessor. The external • 

changes included smoking and health during the 1950's, the generation gap 
in the 1960's, and racial pride in the late 1960's-70's. These factors 
affected the mix of the younger adult smoker market as well as its mindset. 

• All of the brands capitalised on demographic shifts within the younger 
adult smoker market. Females were gaining Importance when Pall Mall and 
WINSTON took off. Marlboro made its Inroads during the 1960's, the only 
decade when younger adult male smokers surged in importance. The emergence 
of younger adult Black smokers has been pivotal to Kool and Newport. These 
brands succeeded by keying on the growth sectors without boxing themselves 
in, e.g., Marlboro was as well developed among females as males until 
recent years* 

e In every case, the major younger adult brands have been succeeded by a 
brand which was positioned to be different from its predecessor and better 
•'in-touch” with the younger adult smokers of the time. Me-too strategies 
hsve never worked. 

a All of these successful brands have stressed positive product messages (as ^ 

opposed to problem/solution) and have provided milder/smoother product ' m 

delivery than their predecessor. ^ 
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YOUNGER ADULT SMOKERS: 
STRATEGIES AND OPPORTUNITIES 


MANAGEMENT SUMMARY 


PURPOSE 

This is intended to assist RJR in optimising its strategic position with 
respect to younger adult smokers <18-2A) by clarifying their importance versus 
smokers 25+, identifying strategies which have been most effective against 
younger adult smokers in the past, end applying this learning to RJR end its 
current environment. 

This summary .'provides a broad overview of the most critical points and key 
ideas in the report. However, it was necessary to omit many Important points 
in order to be brief, and readers are encouraged to read the entire document. 


THE IMPORTANCE OF YOUNGER ADULT SMOKERS 

Younger adult emokers have been the critical factor in the_growth end decline 
of every major brand and company over the last $0 years . They will continue" 
to be just as Important to brandsycpmpanies in' tbe future for two eimole 
reasons: 

• The renewal of the market stems almost entirely from 18-year-old 
smokers. No more than 51 of smokers start after age 24, 

• The brand loyalty of 18-year-old smokers far outweighs any tendency to 

switch with age. 

- •* » 

Thus, the annual Influx of 18-year-old smokers provides an effortless momentum 
to successful “first brands".* Marlboro grows by about .8 share points per 
year due to 18-year-old smokers alone. 

On the other hand, brands/companies which fall to attract their fair share of 
younger adult smokers face an uphill battle. They must achieve net switching 
gains every year to merely hold share. By not attracting itsfair share of 
18-year-old smokers, RJR yielded a •$ point Ingoing share advantage to PM in 
1983. 

Marlboro and Newport, the only true younger adult growth brands in the market, 
have no need for switching gains. All of their volume growth can be traced to 
younger adult smokers and the movement of the 18-year-olds which they have 
previously attracted into older age brackets, where they pay a consumption 
dividend of up to 30X. A strategy which appealed to older smokers would not 
pay this dividend. 


* i.e., those which appeal to 18-year-old smokers rather than switchers eges 
19-24. 
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IMPLICATIONS/RSCOKMENDATIONS FOR 1UR V 


1. Younger adult smokers are critical to Rjr.'s long term performance and 
profitability.. Therefor.., RJR should,make a substantial long term 
commitment of manpower and money dedicated to younger adult smoker 
program s. An unusually strong ^omiiimeht>from Executive Management will 
be necessary , since major volume payoffs flay lag several years behind th» 
implementation of a successful younger adult smoker strategy. 


This time lag can also magnify the penalties for wrong turns in the 

development and Implementation of younger adult smoker programs. To 

prevent such problems: 

• RJR should develop objectives, planning procedures, and marketability 
criteria for younger adult brepds/proframs which reflect their unique, 
long term character .These pay differ significantly from the 
approaches/measures which are appropriate to established brands or to 
new brands addressing older smokers by, for example, emphasising 
consumer-based rather than volUme-bssed action standards. 

• RJR should make resources available to develop/improve its 
capabilities to thoroughly identify.and track demographics, 
values, wants, media effectj^kpessBand brand performance within 
sectors of the younger adult Omokilfvplguiatloh . these tools will be 
critical to the development and 'implementation of effective programs 
addressing younger adult smokers. 

e Because of the sensitivity of the younger adult smoker market, brand 
development/management should encoapaft oil aspects of-the marketing 
mix and maintain a long singie-^njew r ^^us to_all^_elesents^ 

product, advertising, .memeV^packaging, media, J promotion, and 
distribution. Tactics which'could negatively affect the integrity of 
the strategy should be avoided. 


2. RJR should seek to better understand and eSpitallte on the factors/ 
strategies which have succeeded for younger adult brands of the past , 
since RJR'a processes/tools naive been better attuned to switching efforts 
than to "first brand" strategies, time and learning will clearly be 
required to fully assess the opportunities available through these 
avenues. 

It should be noted that the new/estebllshed brand programs in the 1984 
Plan already address the major lssyes/trends identified below, within i 
framework of current knowledge/processes. These Plans should continue 
a basis for RJR's 1984 marketing efforts, but should be enhanced by a 
full-time dedication of resources to ensure a solution to the problem. 


rtJM 0628BtS 
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• External -factors of key interest are social acceptability, which could 
revolutionize the future aarket, and pricing, which has been critical 
in 1983. Both will require careful understanding and execution to 
reach younger adult smokers. 

• The key demographic growth sectiv s among younger adult smokers are 
Blacks, Hlspanics* and females. In terms of wants, the desire to 
“move up in the world" is likely to become even more intense, but 
expressed in more entrepreneurial ways. Based on history, these 
opportunities could be realized by brands with a balanced younger 
adult base as well as, perhaps, narrowly targeted ones. 

• The key out-of-touch competitor is Harlboro . which now relies more on 
younger adult Identity/belonging generated by its own users, rather 
than on the "masculinity" of its advertising.' Marlboro is too broad 
(half the younger adult smoker aarket) to be addressed as a single 
competitor and should be attacked by a variety of younger-adult* 
centered rather than competitor-centered strategies. RJR should 
emphasize innovative points of difference from existing brands in 
attacking the younger adult smoker market, using head-on/lmltatlve 
efforts primarily as defensive aSSiures . 

Philip Morris may have recognized Marlboro's vulnerability and be 
using it as a "feeder brand" for Virginia Slims and Herit. This 
increases these brands' Importance as competitive targets. 

Among RJR established brands, VANTAGE has the best switching 
performance versus Marlboro and may be able to maintain/enhance that 
performance. 

• Product wants of younger adult smokers, especially mild/smooth/less 
harsh delivery, should be fully understood, reflected in action 
standards for RiR*s younger'adult targeted products, and communicated 
with positive copy . 


HJM 062886 
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YOUNGER ADULT SMOKERSi 


STRATEGIES AND OPPORTUNITIES 


INTRODUCTION 


RJR's consistent policy Is that smoking is a natter of free, Informed, adult 
choice which the Company does not seek to Influence. However, In order to 
plan our business, we oust consider the effects those choices aay have, on the 
future of the Industry. Furthermore, if we are to compete effectively, we 
must recognise the Imperative to know and meet the wants of those who are 16 
and have already elected to smoke, as well as those Of older smokers. 


Purpose 

This report Is Intended to provide additional learning on younger adult 
smokers (aged 18-24) to assist RJR in optimising Its strategic position with 
respect to this smoker group. While competitive issues, such as Philip 
Morris' continuing overdevelopment among 18-24 year olds, are a major focus of 
the analysis,-the broader perspective is On the overall business opportunity 
which may be available to RJR through effective marketing to younger adult 
adult smokers* 

There are fiye sections: 

Section I, "The Importance of Younger Adult-Smokers." explores the potential 
benefits/costs of "first brand"* or switching strategies directed toward 
younger adult smokers, in comparison to smokers 25+. Key elements include the 
impact of 18-year-old smokers on the market, the effects of aging on both 
smoker share'and maVket share, and the degree of potential switching 
opportunity, -fosse analyses are based on shire trends from HDD Tracker, 
loyalty rates from the 198-3 Segment Description Study (SDS), NFO switching, 
and consumption patterns from Tracker and government studies. 

Section II, "Successful 'FlrstBrand' Strategies of the Past," uses never- 
before-avallable Information from the 1983 SDS to trace the succession of key 
younger adult brands over the past 50 years. This allows an analysis of the 
key factors which may have been important, to their growth and decline, as a 
potential framework for RJR's present/future younger adult smoker strategies. 

Section III summarises the "Key Learning" which can be concluded from Sections 
1 and II on the importance of younger adult strength and the means which have 
successfully achieved that strength in the past. 

Section IV gives "Implications and Recommendations for RJR" which were derived 
by applying this learning to today's younger adult smoker market. 

Section V. "Key Trend Detail," amplifies key recommendations from Section IV. 


Appendices support the main presentation as referenced in the text. 


* "First Brand" strategies appeal to 18-year-old smokers rather than switchers 
ages 19-24. 
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I. THE IMPORTANCE OF YOUNGER ADULT SHOKERS 

Within five years, younger adults (18-24) will drop from 18% to 15% of the 
total adult population (18+). They will continue to decline in numbers until 
at least 1995, as the crest of the Baby Bubble pushes farther past age 25. 

This shift in the population will cause smokers aged 18-24 to fall from J6% to 
14% of all smokers by 1988. Even 13% would not be surprising, since smoking 
incidence has been declining more rapidly among younger adults than any other 
age group in recent years (see Appendix A). 

Why, then, are younger adult smokers important to RJR? 


1. VOLUME 

Younger adult smokers are the only source of replacement smokers. 

Repeated, government studies (Appendix B) have shown that: 

• Less than one-third of smokers (31%) start after age 18. 

• Only 5% of smokers start after age 24, 

Thus, today's younger adult smoking behavior will largely determine the 
trend of Industry volume over the next several decades. If younger adults 
turn away from smoking, the Industry must decline, just as a population 
which does not give birth will eventually dwindle. In such an environ¬ 
ment, a positive RJR sales trend would require disproportionate share 
gains and/or steep price Increases (which could depress volume). 


2. MARKET SHARE — THE "FIRST BRAND" ADVANTAGE 


A. AMKUAL GAINS FROM THE "HEW" MARKET 

The 18-year-old smokers in the 1983 market were worth about 1.6 share 
of total smokers. By capturing half of these 18-year-old smokers. 
Marlboro gained .8 points oi total smokers without needinjTo attract 
a single brand switcher . This gain was the equivalent of a successful 
two-style new brand introduction, with no cannibalization and no 
development/introductory costs. 
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Furthermore, entering 18-year-old smokers account for all of 
Marlboro's strength among total 18-24 . Loyalty rates from the 1983 
SDS (l.e,, the percentage of smokers who smoked Marlboro at age 18 and 
still do) show that Marlboro loses about 282 of its 18-year-olds by 
age 20 and another 142 by age 24 — a total loss of 422 over the six 
years between ages 18 and 24, Translating this to share points, 
Marlboro would be expected to lose .3 points of its .8 points of 
18-year-olds before they reach age 24, This is, in fact, about the 
annual total NFO switching loss found for Marlboro in recent years. 
(See Appendix C.) But, since Marlboro gained ,8 by becoming their 
"first brand" at age 18, it can afford the «3 switching loss and still 
come out ,5 points ahead . ■ " ' 


B. THE COMPETITIVE SQUEEZE ■* 

This steady Influx of 18-year-old emokers causes the pre-existing 
smoker market to shrink in share value: smokers who were worth 
lOOiOZ of the market at the beginning of 1983 were worth only 98.42 by 
year end. Thus, a brand which had a 40.02 smoker share going into 
1983 and did not attract any 18-year-old smokers would drop to 9.82 
even if it kept every member of its franchise. This means that any 
brand^company which is underdeveloped among 18-year-olds must achieve 
net" switching gains just to break even . 

As a company, Philip Morris held more than 602 of these 18-year-old 
smokers in 1983 versus RJR's 15-202, yielding PM a ,.5 point in-going 
SOM advantage ' n 1983 due only to "new" smokers . The power of this 
advantage can oe seen by the fact that RJR's total competitive 
switching gains have been twice as lat-ge as PM's during 1980-83 yet, 
during the same period, RJR has.lost smoker share while PM has made 
significant gains (See Appendix 0). Furthermore. PM's younger adult 
smoker advantage has been increasing dramatically t 

• ' AVERAGE 


1 


SHARE OF SMOKERS 

18-24 


ANNUAL 

i 

T97T~ 

1980 

1981 

1982 

1983 

CHANGE 

RJR 

26.1 

25.0 

24.3 

23.5 

21.3 

- 1.2 

PM 

44.8 

48.8 

51.5 

54.0 

58.4 

+ 3.4 


Source: HDD Tracker 


C. MOMENTUM FROM AGING 


Once a brand becomes well-developed among younger adult smokers, aging 
and brand loyalty will 'eventually transmit that strength to older age 
brackets. ' 
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C. MOMENTUM FROM AGING 

An analysis of Tracker shares from 1979-83 (see Appendix E) shows 
that, apart froa short tern fluctuations: 

• Incoming lS-year-old smokers and the aoveaent of its existing 
franchise into older age brackets can explain all of Marlboro’s 
smoker share gains in the past four years. Among smokers 25+. all 
of Marlboro's gains ere attributable to this aging movement — 
switching appears to have had no net long term effect . 

If Marlboro merely holds its share among younger* adult smokers in 
the next five years, it is likely to gain at least 3 points of 
V • smoker share due to the aging movement of its present smokers 

(assuming its switching is no worse than in 1980-83). If Marlboro 
v:, - continues to gain share among younger adult amokers at its present 

rate, its overall smoker share could easily Increase by a total of 
3 points, from 192 in 1983 to 242 by 1988, 

• Newport's growth can also be entirely explained by its younger 

adult strength and aging* Over the next five years, Newport is 
likely to gain .8 points of total smokers without any additional 
growth among younger adults. If its younger adult gains also 
continue, it could exceed a 42 total smoker share by 1988, a gain 
of about 1,5 points over 1983, 4 

These examples demonstrate the. momentum younger adult smokers give a 
brand. Although a competitor cduid slow this momentum by attracting 
swi tchers , the "first brand" would hold the high ground of brand 
loyalty in such a battle. 


D. LONG-TERM DIVIDENDS — RATE PER DAY 


Government and RJR studies spanning several decades have shown that 
smokers -increase their .consumption as they age . The chart below shows 
that smokers 25+ consumed 222 more than smokers 18-24 on average 
during 1980-82. 



RATE PER DAY (1980-82 AVC.) 



2 Increase 

Index 

AGE 

ClgtSj, 

Vs. 18-24 

vs. Total 

18-24 

26.2 


85 

25-34 

. 30.6 

+ 172 

99 

35-49 

34.1 

+ 302 

110 

50+ 

31.2 

+ 192 

101 

Total 25+ 

32.0 

+ 222 

103 

TOTAL 

91.0 

+ 182 

100 


ui 

M 

PO 


CX) 


Source: lncldence/Hate Report, Year 1982# 
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2. MARKET SK/.RE — THE "FIRST BRAND" ADVANTAGE 

D. LONG-TERM DIVIDENDS — RATE PER DAY (Cont.) 

Thus, the 18-year-olds who were worth 1,6 points of smoker share in 
1983 were,worth only 1,4 points of market share , since their consump¬ 
tion was below average (index of 85). However, by ages 35-49 they 
will be worth 1.8 points of SOM — a 30X dividend on their original 
market share value. This consumption Increase is the difference 
between having smokers 31-49 and having smokers who will age to 35-49 . 


E. EXTENDED BRAND LIFE CYCLE 

The combination of brand loyalty, aging, and"increasing usage tends to 
provide "life insurance" for brands which skew, or have skewed, 
younger adult. 

For exaaple, Marlboro relies heavily on 18-year-olds for its share 
growth. But if, from 1984 on, no 18-year-olds ever smoked Marlboro 
again, aging could let Marlboro almost hold its market share through 
1990 . the left side of the table below shows the contribution each 
age group makes to Marlboro’s current smoker share and what that 
contribution would be in 1990 if Marlboro got no more 18-year-olds and 
merely moved its franchise smokers to older age brackets. On the 
right side of the table, the smoker share contributions are translated 
to market share, by factoring in rate per day differences. The bottom 
line shows that, even after seven years without 18 year-olds, aging 
could allow Marlboro’s market share to hold within one point of its 
1983 level. 


SMOKER SHARE MARKET SHARE 

CONTRIBUTION _CONTRIBUTION 



1983 

*990 

198) 

1990 



TRACKER PROJECTION 

EST. 

PROJECTION 


18-24 

6.8 

<- 0.0 

6.6 <- 

— 0.0 


25-34 

6.5 

6,8 

6.8 

7.2 


35-49 

3.8 

7.9 

4.6 

9.6 


50* 

1.8 

2.2 ; 

2,1 

2.5 

U1 

TOTAL 

18.9 

<- 16,9 

*20.2 

19.3 

N> 

*Jan.-Dec. 

. 1983 MSA. 









00 






w 






s» 

even if a 

brand 

falls from favor 

among younger 

adult smokers. 



the younger adults it attracted lb earlier years and their increasing 
consumption can carry the brand’s market share for years, signifl- 
cantly extending its overall life cycle . 
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3. SWITCHING OPPORTUNITY 


Younger adults are more likely to svlteh brands than any other smoker 
-roup, t.e., they are a concentrated switching target, their very high 
propensity to also switch styles within their brand suggests the latent 
potential for even higher rates of brand switching. 


18-24 

25-34 

35-49 

50+ 

’ TOTAL 



PROBABILITY OF SWITCHING IN 6 MO. 
BRAND FAMILY •. STYLE IN BRAND 

; x " TndEx: iRdex 


16.6% 

cud 

21.5% 

ImJ 

13.4 

102 

12.6 

106 

12.1 

92 

10.4 

86 

13.2 

100 

11.1 

92 

13,2 

100 

12.1 

100 


Source: NFO, 1981-1983 (first half). 


Younger adult brand switchers (who then remain loyal) can also contribute 
the major portion of their aging benefits, Including Increased usage, to 
their second brand. Thus. switching by smokers 18-24 can yield a 
significant part, but not all, of theiShare advantages associated with a 
"first brand". Older switchers cooler less, or none, of these benefits. 




RJM 06269J 



http://legacyJibrary.ucsf.efl^i^ar(l|0gaQCVp«ilh/jndustrydocuments.ucsf.edu/docs/ytgl0001 





THE IMPORTANCE OF YOUNGER ADULT SMOKERS 


SUMMARY 


Though decreasing in number, younger adult lookers are a key market for RJR 
because laproved RJR performance aaong younger adult smokers could contribute 
more to long tera profitability and positive share momentum than could be 
achieved from gains in any other age group. 


1. Younger adult smokers are the only source of replacement smokers . 

More than.a share point of 18-year-old smokers enter the market every 

year. These j offer a significant growth opportunity and also shrink the 

share value ,of smokers already in the market. 

* \ •. ;t •••• . , •; v . ,* 

2• A "first brand" strategy has significant share advantages . 

• Optimum ability to capitalize on the .influx of 18-year-old smokers. 
This gave PM a .5 point in-going Advantage over RJR in 1983. 

e "First brands" compete from the high ground. They do not need 

switching gains to grow and can afford some switching losses. Brands 
which rely on older smokers must achieve net switching gains to break 
even on share. 

e Strength among younger adult smokers.will ultimately yield growth in 
older age brackets. Aging has been contributing all of Marlboro's and 
Newport's smoker share gains aaong smokers 25+. 

e Aging of loyal younger adult smokers creates disproportionately large 
gains in market share, due to their increasing consumption. This does 
not accrue from gains among older smokers. 

• Younger adult strength, past or present, will tend to extend the 
lifecycle of a brand. 

3. Younger adult smokers offer the most concentrated switching opportunity . 

• Smokers 18-24 are more likely to switch. 

a Switchers aged 18-24 can provide more share advantage from aging/ 
increasing consumption than switchers 25+. 
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SECTION 11 
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xi. SUCCESSFUL "FIRST BRAND" STRATEGIES OF THE PAST 


In the 1983 Segment *uription Study (SDS), smokers of all agec were asked 
what brand they smoked when they were 18 years old. By using these responses 
to represent the younger adult market of the past, the rise and fall of key 
younger adult brands over the last fifty years can be analysed. By linking 
these brand trends in time to demographic/social/marketing changes, insights 
into the factors which affected those brands and might afffcct a younger adult 
brand today can be gained. 

This section traces every brand which has risen to a 102 or higher share among 
18-year-old smokers since the 1930's. There have been only six, but they 
include the major brands of the last half century — Pall Hail, WINSTON, 
Marlboro, Kool, SALEM, and Newport. 


BACKGROUND 

i • 

Although their rise cannot be traced. Lucky Strike, CAMEL, and Chesterfield 
were the giants of the cigarette market during the 1930's. Smokers who turned 
18 in the 1930's seemed to favor Lueky Strike, but no brand skewed younger 
adult to the degree seen for the brands that would follow. 

1930's AVO. SOM 18-YR-OLD SMOKERS 


Share BD1 

Lucky Strike 221 322 146 
CAMEL •? 27 30 111 
Chesterfield 27 20 74 
All Other 24 18 75 


PALL MALL; THE BRAND OF THE 1940'S AND 1950'S. . 

The key trend for Pall Mall was younger adult female smokers, who were rapidly 
becoming more likely to smoke at age 16. the SDS showed that females rose in £ 

Importance from 302 of all 16-year-old smokers in the 1930's to 442 in the £ 

1950's. This gain was large enough to cieate a 62 increase in the number of m 

younger adult smokers between the 30's and 50's," even though there was a 152 ^ 

decrease in the site of the younger adult population during that time. oo 
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"Extra length".Pa.ll Hall King 
entered the narket in 1937, 
Initially, It had a prestige 
positioning, but was coon 
refocussed to enphasite slldness 
and "easy" saoking. Proa the . 
beginning, Pall Hall's developsent 
was about twice as high aaong 
younger adult feaales as sales. 

This captured the rising trend of 
the younger adult cooker Barker and 
also aade good strategic sense for 
ATC — Lucky Strike skewed sale and 
Pall Hall skewed feaale. Thus, 

Pall Kail was in tune with the 
deaographlcs of the tines and its 
coapany's alx. 



1956 


During the 1940's, Pall Mall's share grew to 1035 aaong all 18-year-old 
caokers, to 18X aaong younger adult feaale saokers, and was still rising. But 
since Pall Mall attracted fewer Older saokers, its sarket share was only 3% 
after a decade (1947). By the 1950's, though, the aging payoff was 
inevitables Pall Hall's SOM soared to 15%, with a younger adult saoker share 
twice that high*. 


PALL liRLL 
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But, Pall Mall'became out of step with Its tines when the cancer scares of the 
told-1950's created the filter boon, Pall Mall night have defended Itself vith 
a filter line extension, but it didn't try until 1965, when it had few younger 
adult saokers left to defend. 

After Pall Mall peaked, its younger adult f. *nchlse began to skew nale. 

Younger adult female smokers — the rising trend Pall Mall had captured -- 
moved on. But the brand loyalty and aging benefits of the younger adult 
smokers who remained with Pall Mall bolstered'its market share for another 10 
years. 


Males 

Females 

TOTAL 

Source:. 1983 SOS 


PALL MALL SHARE AMONG 18-YEAR-OLD SMOKERS 
1940's 1950*56 ? 1955-59 1960H?4 1965-74 


9X 


163! 


18 


40 


10 


-> 26 


303! 

30 

-> 30 O 


22 


13 

19 <- 


ATC's leading position anong younger adult smokers, first with Lucky Strike 
and then Pall Mall, pushed it to #1 in the industry in 1940, when it passed 
RJR, However, since Pall Hall was ATC's last Successful younger adult entry, 
the brand's downturn signalled the future performance of ATC as a company. 
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Key Points About Pall Hall ; 

• Pall Hall's “extra length" was a product breakthrough in its day — one 
that promised extra mildness. It caught on rl-^t away with younger 
adult smokers. 

• Pall Hall grew quickly among younger adult smokers because it was in 
tune with the 1940's, when the major trend in smoking was the rising 
importance of younger adult female smokers in the market. 

• Pall Hall's younger adult strength was a long lead-indicator of its 
rapid market share growth in the early !950's. 

• Pall Hall's downturn among younger adult smokers was also a lead- 
indicator of the brand's eventual decline, although its market share 
held for another decade due to the loyalty end aging of.the younger 

adult smokers it attracted in earlier years. 

. .... 

; l I * . .J 

e Pall Mall became overdeveloped among males only during its decline. 

e Since Tali Hall was ATC's last major younger adult brand, its downturn 
was a.leading indicator of ATC's decline. 
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WINSTON: THE HIT OF THE 1950'S AND 1960*S/ 

External influences in the 1950's contributed to the WINSTON opportunity. 

1. The rising tide of health concern which peaked with the "cancer scare" 
of 1954. 

Although "oodern" filter cigarettes had been in the U.S. market since 
1936, their market importance was almost nil until the early 1950's, 
when Viceroy sales quadrupled in less than two years. Reynolds, 
determined not to repeat its experience introducing CAVALIER against 
an already-too-well-entrenched Pall Hall, rushed WINSTON to market in 
Kerch, 1954, near the crest of the health scare. 

2. The spread of television.’ 

WINSTON was introduced on TV — a "fad" that spread from 91 of all 
housih^lds in 1950 to 87% by 1960, Advertising dollars were a key 
advantage for WINSTON over its filter competitors, and the bulk of 
those dollars were used to leverage TV, 

Younger adult and older smokers alike responded promptly to WINSTON's positive 
proposition — "WINSTON Tastes Good" — its point of difference from other 
filter brands and the product deficiency non-filter smokers might suspect. 
WINSTON let Kent and Viceroy sell the benefits of filters and, perhaps, make 
themselves look like "sissy brands" to younger Adult smokers seeking maturity. 

By 1958, WINSTON was the Number One filter brand and still showing steady 
market share gains. In the early 1960's, its share among 18-year?old smokers 
reached some.301, twice as high as its market share. WINSTON's effect on 
SALEH and Marlboro during the early 1960's (as shown later) suggests that this 
3OX share was large enough to put peer pressure on WINSTON's side and make it 
a “bandwagon brand" among younger adult smokers. 


WINSTON 
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WINSTON suddenly lost favor with younger adult smokers in the kid-1960'*. 

This was not due to any sudden changes in WINSTON or Marlboro ads or products. 
The ban on television advertising didn't hit until 1970. However, two major 
shifts in the 1960's environment may have left WINSTON less in touch with 
younger adult smokers. 

1. The heavy antlsmoklng activity in 1966-69 may have caused problems for 
WINSTON: 

• WINSTON'* positioning and its development were both slightly 
female, in tune with the younger adult smokers of the 1950's. 
However, the antlsmoklng publicity in the 1960's had a 
disproportionate effect on younger adult females, so it changed the 
demographic mix. Within only a few years, .females fell from 44X to 
38X of younger adult smokers and, fora decade, the rising trend 
was male . Thus, WINSTON became out-of-tune dekographlcally with 
the younger adult smoker market, because external influences had 
changed the market of the 1960's. 

• The first FTC report, published in 1967, named WINSTON the highest 
"tar" hon-menthol filter in the market — higher than some non- 
filter brands and 8 mg. higher than Marlboro.' WINSTON'* product- 
centered proposition may have been Vulnerable on this front among 
younger adult smokers looking for mildness. 

e The Intense antlsmoklng campaign on TV may have offset WINSTON's 
effectiveness in this key medium. 

2. WINSTON's light-hearted approach may have also become less attuned to 
the changing younger adult mindset of the 1960's. In the era of 
Vietnam, campus riots, and the Chicago Seven, it seems likely that 
Marlboro's Intense, unsmiling cowboy was a better fit. 



■gSI Come to where the flavor is. 

VHf^toftetgootLfciwaymiij^.; Come to Marlboro Country 
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The 1983 SDS showed that younger adult smokers are most likely to base their 
brand perceptions*on the people they see v using the brand — more than Its 
advertising, package, or name. Thus, it Is possible that WINSTON’s own 
profile might have hastened its downturn aaong younger adult saokers. Whereas 
Pall Kail started with few older saokers, WINSTON started strong aaong all 
ages. Thus, by 19.65, half of WINSTON saokers were over 35 and might have 
contributed to an older, "establishment" image for the brand. 

As WINSTON lost its hold on the 18-year-old saoker market of the mid-1960's, 
its younger adult saokers dispersed to SALEM and Kool as well as to Marlboro. 
As with Pall Mall, WINSTON’s younger adult faille saokers moved more quickly, 
leaving WINSTON overdeveloped aaong younger adult males for the first tiae. 

WINSTON SHARE AMONG 18-YEAR-OLP SMOKERS 
1956-60 1$61-65 1966-frO 1971-75 1976-80 


Males 


Females 

••/*'* 

TOTAL 
Source: 1983 SDS 

When the TV baa took effect in 1970, the TV entisaoklng campaign also ended 
and younger adult female smokers again became ;the rising trend. But by this 
time, Marlboro had become the "bandwagon brand**. 

# ' , 

There was an uptick in WIKSTON's share among younger adult feaale saokers when 
lt6 Lights 100'a were Introduced in.1977, well ahead of their Marlboro 
counterpart. But, overall, WINSTON's line extensions seea to have had no 
lasting effect on its younger adult saoker trend. 
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31% 

27% 
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111 
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' <ey Points About WINSTON : ^ 

• WINSTON benefitted from the health scares of the 1950's, which created the 
filter boon. It used a positive position -- •'WINSTON Tastes Good" — to 
capitalise on a negative environment. 

• Favorable timing helped WINSTON. It attacked the filter market before 
earlier filter brands became entrenched. 

• Younger adult smokers were as likely as older ones to'be early WINSTON 
adopters. 

• Younger adult strength was a leading indicator of WlNSTON's extended 
market share gains and of its softening. 

• Peer pressure —- the "bandwagon effect" — seems to have worked for 
WINSTON in the early 1960's, when it had a SOX chare of younger adult 
smokers* : 

e WINSTON My have lost popularity among -younger adult smokers because 
changes in the external environment made WINSTON less in tune with both 
the demographics and the mindset of the 1960's than it had been in the 
1950's. Its large number of older smokers may have contributed by linking 
the brand to the "establishment". 

• WINSTON did not become overdeveloped among males until after its younger 
adult smoker share had begun to decline. 

e WlNSTON's line extensions do not appear to have had any long term effect 
on its younger adult smoker performance, although WINSTON Lights 100's may 
have caused a temporary rise until. Harlboro responded. 


-15 


http://legacy.library.ucsf.eflir/itid/%rqQIZaOO/ptf ir ustrydoc ts.i :sf.edu/docs/ytgl0001 I 


RJM 062903 


yi 

o 

*4 

W 

o 

01 

0> 

w 

w 


51721 7841 







MARLBORO: THE."BABY BUBBLE” BRAND 


The leading edge of the Baby Bubble exploded on society as the younger adults 
of the 1960's. Over 30 was "out" and the younger set was driving fashions, 
politics, and the marketplace, sometimes violently. And Marlboro would beeooe 
their brand, 

Marlboro had been quickly repositioned in 1954—55to catch the filter .boom. 
But, as a second entry In the "taste/flavor" filter market, with no point of 
difference but its box, it trailed WINSTON among both younger adult and older 
smokers. 


1953-60 Market Share 18-Year-Old Smoker Share 

WINSTON 92 112 

Marlboro 4 3 


Judging by its copy, Marlboro's masculine positioning was originally directed 
at the nonfilter market, which had become overdeveloped among males as it 
declined. It.took eight years of experimentation for Marlboro's permanent 
"cowboy" campaign to fall in place in 1962, Even then, the WINSTON 
"bandwagon” held Marlboro at bay. 

But Marlboro*, through happenstance or design, fit better and better as the 
pressures of.the 1960's evolved. 

• Marlboro was a milder product than WINSTON, but Its emphasis on flavor 
kept it positioned as a "real cigarette"* 

• Marlboro was positioned male during the only decade since 1930 when 
males were the growth sector among younger adult smokers. 

• Marlboro's intensity fit the mindset of younger adults in the 1960's. 

• Marlboro’s positioning was in tune with younger adult smokers' enduring 

want to express their maturity and Independence through smoking. (The £ 

Marlboro cowboy, is always shown as a mature, even older man.) 

H 

• Marlboro acquired younger adult smokers than WINSTON* and, by the late ^ 

1960's, this meant the Baby Bubble, the largest cohort of people, and oo 

smokers, in history. 

* One way to see this is by comparing the percentage of Harlboro versus 
WINSTON smokers who smoked at age 18, for example, among White male 
WINSTON smokers who turned 18 in 1955-70, 7Q2 smoked at age 18} for 
Marlboro, that percentage was 872., (Source) 1983 SDS) 
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MARLBORO : 
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Despite Marlboro's masculine positioning, it appears to have been a dual sex 
brand among younger adult smokers from the beginning, Marlboro skewed male to 
the same extent the total younger adult smoker market did, but was almost 
equally developed among younger adult males/females until after 1975, 

SHARE AMONG 16-VEAR-OLD SMOKERS 
Development Index 

Marlboro Total “"Hale ' ■ Tamale 


1955-64 

8.5Z 

101 

98 


1965-74 

31.8 

104 

94 

1 

1975-79 

40.6 

107 

94 


1979-83 

50.3 

116 

84 

cn 


Source: 1983 SDS 


This balance was advantageous to the brand since the 1960'sdrop in female ^ 

Importance was only temporary. If Marlboro's masculine positioning had made 
It a heavily male brand. It would have positioned the brand on a long term u 

declining trend. 
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After 1975, Marlboro not only started to skew male, It started to lose its 
grip on the 18-ye'ar-old smoker market: 

• Marlboro's 18-year-old smoker share dipped In 1976-77 when both SALEM 
and WINSTON' brought out Lights 100's styles and Marlboro failed to 
respond until 1978. This may partly account for Marlboro's Increasing 
male skew in the late 1970's and, perhaps, for Marlboro Lights 100's 
switching gains versus WINSTON and SALEM in the 1980's, 

• Newport began to nibble at Marlboro's -first brand” territory. Newport 
was a brand Marlboro was ill-equipped to compete against, because of 
Its long-standing menthol weakness. This could be s reason for the 
strong emphasis on Marlboro Menthol in late 1982. 

• CAMEL and Virginia Slims each took a hlte. . 

These inroads on Marlboro's younger adult smoker stronghold In the late 1970's 
barely showed in the brand's market share because aging momentum from the 
1950's and 1960's covered its tracks. But these may have been signals that 
Marlboro's masculine imagery was becoming less in-sync with younger adult 
6mokers over time. 

• • Males were not the growth sector of the younger adult amoker market in 
the 1970's. Females were, rebounding from 381 importance in the 1960's 
to 49X of all 18-year-old smokers by the end of the 1970's, 



% IMPORTANCE AMONC 

18-YEAR-OLD 

SMOKERS 


1950's 7 1960's 

1970*• 

1980-83 

Males 

55 ——> 62 <-— 

- 53 

51 

Females 

44 <-_ * 38 — 

-> 47 

49 

Sourcet 1983 SOS 


* • 



e In the 1983 SDS, younger adult males clearly still cared about being 
seen as masculine — they don't want feminine imagery I Marlboro's 
18-24 smokers also want msscullnlty, because the majority of the 
brand's smokers are male. But, Marlboro's younger adult male smokers 
do not stress masculinity any mote-t'Kan.-other younger adult males . I 
fact, younger adult males who smoke"other brands are somewhat more 
likely to want the rugged, traditional masculinity. 

Thus, the evidence of share trend, demographics, and wants tends to suggest 
that Marlboro's positioning may have become less in tune with the younger 
adult smoker market during the late 1970's and 1980's. 
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Once Pall MaH'artd WINSTON had turned down aaong younger adult saokers, there 
was no return. How, then, has Marlboro aanaged to hold, even recoup, aaong 
18-year-old saokers In the 1980's? 

1. In the 1983 SDS, younger adult •adker# were auchttbre likely than other 
seoke:-" to base their brand perceptions on the people they see using 
the brand. But, aaong all brands., younger adults were post likely to 
base their Marlboro perceptions 6n brand users . (See Appendix F). 
Since, In 1983, 701 of Marlboro users were under 35 and fully 36X were 
under 25 (BDI « 218), Marlboro’s very site aaong younger adult saokers 
aay give it an effective positioning that has little.to do with the 

f osltlonlng of Its advertising . Marlboro’s younger adult saokers can 
e their own caapalgn, autoaatlcelly In tune with the tlaes. 

2. The SOS showed that Marlboro’s key laagery wasnot aascullnlty. It was 
younger adult Identity/belonging *»thb brand for average younger 
adults, popular and acceptable aaong younger adult friends, not "too 
different”. This Bakes sense as the laagery Marlboro’s users would 
convey, apart froa the brand’s advertising, pack, or naae, 

3. Marlboro is clearly seen as a quality product , even by younger adult 
saokers who prefer other brands. Marlboro saokers want to "buy the 
best” and they think that Marlboro Is the best. This aay reflect 
specific product perforaance, since in^aarket test results over the 
last decade Indicate that HarlbOro King's snoother, less harsh delivery 
has been consistently preferred over the stronger WINSTON King. This 
was still the case aaong younger adult saokers In 1983 testing. (See 
Appendix C.) 

A. Marlboro has the "bandwagon effect" Still going for It. In fsct, the 
trend over the decades has been for younger adult saokers to 
Increasingly cluster behind one big "first brand", a trend that 
parallels the Increasing pressures against saoklng during these tlaes. 
This could Bean that as social pressures tend to Isolate younger adult 
saokers froa their nonsaoklnn peers, thiey have an Increased need to 
ldentlfy'wlth their saoklng peers, to saoke the "belonging 1, "brand . 
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Philip Morris nay itself recognise Marlboro's vulnerability. (Certainly the 
brand's switching losses aaong 18-24 year olds have been visible in the 
1980's, averaging the equivalent of .3 share points of total smokers every 
year.) While Marlboro could not ie repositioned after 20 yeara of the same 
canpaign, some clues sug^st pm aay be using other strategies to protect 
Marlboro's contribution to their younger adult share strength: 

• Virginia Silas and Merit have been gaining disproportionate switching 
froa Marlboro aaong saokers 18-24, allowing Philip Morris to keep 22X 
of Marlboro's net switching losses froa 1960 to 1982 vithin the 
corporate fold — nearly twice PH's fair share. (See Appendix H). 

This suggests that Marlboro night serve PM as a "feeder brand", 
capturing 18-year-old saokers who can then be channeled to other PM 
brands. 

• Virginia Silas' perforaance as an 18-year-old "first brand" has 
iaproved markedly in recent years.. This nay relate to its softer, more 
casual executions, which are aore consistent with the younger adult 
Marlboro feaale's desire to not be "too bold". 


vucimasuns 



• The Merit repositioning seeas to draw it closer to Marlboro, perhaps 
shortening the supply lines. 
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Key Points About Marlboro 

1960's • Marlboro succeeded with a "first brand" strategy targeted to the 

leading edge of the B*'..y Bubble, vhd turned 18 in the 1960's. 

s Younger adult smokers have,been a clear leading Indicator of 
Marlboro's market share growth.' 

• Marlboro was only a second entry In the taste/flavor filter market 
until it developed its image-intensive long term campaign/ 
positioning. This took eight years of trial and error. 

• Marlboro's final positioning, set-In 1962, was in tune with the 
mindset of the 1960's and also with the demographic shifts among 
younger adult smokers, since females dipped in importance during 
that decade. 

j I . , . r ■ -x 

• 'Despite Marlboro's masculine positioning, it was almost equally 
developed'among younger adult malms and females until after 1975. 
Overdevelopment among males would have disadvantaged the brand. 

1970- s Marlboro's younger adult smoker share softened in the late 1970's, 
but it had built enough aging momentum that its SOM trend slowed 
only slightly. 

s Certain evidence suggests that Marlboro's positioning Has become 
less in tune with younger adult smokers than it was in the 1960's. 

- females, not males, have been the growing sector among younger 
adult smokers. Marlboro has been losing strength among females. 

- Younger adult Marlboro males' Interest in masculine Imagery is 
no stronger than the average younger adult male smoker. 

• Marlboro is a ''bandwagon brand" today. 

- Marlboro users provide the brShd's Imagery today more than its 
advertising does. 

- Marlboro stands for "the average younger adult." Peer 
popularity is Its added benefit, 

- Marlboro smokers believe in its high quality. It is seen as 
much smoother than WINSTON, but less strong. 

• Younger adult smokers' need for "belonging'' is strong and may be 
increasing due to social pressures against smoking. Marlboro 
provides a means of belonging. 

• Marlboro suffers high switching .between sges 18-24, but Philip 
Morris retains about twice its fair share of those switchers, via 
Virginia Slims and Merit. 
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SALEM/Kool/Newport * 


SALEM 

SALEM'* product breakthrough was "light menthc:-". Kool nonfllter had been In 
narket since 1931, but It was advertised bom like a cold remedy than a 
cigarette and, apparently, tasted like It. When SALEM lowered the menthol and 
added a filter, it cut an 81! niche in the market. 

At first, younger adult smokers adopted SALEM as readily as .older ones but, in 
the early 1960's, its 18-year-old smoker share vent flat. It appears that 
i. this had more to do with WINSTON than either SALEM or Kool — the WINSTON 

"bandwagon effect" was drawing 18-year-old smokers like a magnet. When WINSTON 
L8® in the late 1960's, SALEM could again attract its fair share of younger 
r*' adult smokers. 

I 

f. Although SALEH became stronger among younger adult smokers of the 1970's, it 
has never become a true "first brand" . A fair share of younger adult smokers, 
though, is enough to keep market share steady for a long time. 

SfllCn 


m wsm.mw mi 





Kool 

The key trend for Kool was the emerging importance of younger adult Black 
smokers in the market. In the health-concerned 1960's, younger adult Blacks 
didn't back off from smoking to the extent that Whites did. because of this, 
their importance surged from 6* of 16-year-old smokers in the 1950's to 101 in 
the 1960's. 

Younger adult Blacks of the 1930's to 19$0's had basically gone with whatever 
brand was big among younger adult White smokers‘<See Appendix 1). In the 
1960's, they began to coalesce behind Kool, which only had a 21 share among 
younger adult Whites. It was time for Blacks to build their own brand In the 
1960'm, the heyday of Martin Luther King and "Black pride". 
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Kool apparently, capitalized on this aspect of the 1960's by slaply advertising 
to Blacks before its competitors did. Kool ads were in Ebony consistently 
from at least 1962, when our records start. This was easy for Kool, since its 
early-60's penguin campaign fit either race, and it was effective. Kool became 
"cool" and, by the early 1970's, had a 56% share among younger adult Blacks — 
it was the Black Marlboro. 

KOOL SHARE AMONG 18-YEAR-OLD SMOKERS _ 



1950's 

1960-64 

1*6 v-69 

1970-51 

• 1975-79 

1979-83 

Black 

10% 

12% 

17% 

56% 

.. 44% 

34% . 

White 

1 

2 

4 

11 

11 

5 

TOTAL 

2 

3 

6 

14 

IS 

8 


Source: 1985 SDS 


i Like Marlboro, Kool capitalized on the shifts in the 1960's market. And, by 
the 1970's, It was falling out of step with the trends of the times — younger 
adult Whites were returning to smoking, leaving.Kool with a 500 BD1 in a sector 
whose importance was no longer booming, Kool was in a bind in the Black 
market, too, with SALEM suddenly spending about as much as Kool against Blacks. 
(See Appendix.J). Kool also splintered itsjpositlonlng in the 1970's, 
advertising each line extension with its own thrust — Kool 100 was "Lady Be 
Cool", Kool Hilda was dual sex, upscale, etc. Kool was vulnerable and Newport 
capitalized on that vulnerability, 

KOOL 
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Newport 


Newport was coapletely redone between 1970-73 — campaign, product, package. 
When the ''new" Newport went to aarket in 1973, it went only against the 
northeastern U.S., which had been a focal point of Black population growth 
throughout the sixties as Blacks left the south. 

Newport was the first aenthol to eaphaslti laagery but,on the bottoa line, 
Newport went after Kool with dollars. Newport's total ad spending In the 
ald-1970's was only about 30% of Kool's, but It was concentrated In soae 20% of 
the U.S. Half of Newport's budget was In out-of-hoae, By 1978, Newport's 
regional spending against Blacks equalled Kool's national Black aarket 
spending. Newport had picked Kool's prise aarket, with a size it could afford, 
and essentially bought It. The results aaong younger adult saokers, especially 
younger adult Blacks, were laaedlate. 


NEWPORT 
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In the 1980's, Newport started rolling out across the South Atlantic, where 
migration patterns of the 1970's showed Blacks had been returning. Tracker 
data during this rollout period tend to confirm that Newport gained among 
younger adult Whites as it gained distribution, but its fundamental growth has 
been due to younger adult Blacks, 

__ NEWPORT MENTHOL SHARE OF SMOKERS _ 

. : c - 1st Half 2nd "Half 1st Half 

1980 1981 1982 1982 ' 1983 


ACES 18-24 


Black 

18.62 - 

—> 22.42 - 

—> 25.22 

*—> 28.92 -> 

36.62 

White 

4.4 

4.9 

5,5 

5.0 

4.9 

TOTAL 

6.1 - 

—> 7.0 - 

—> 7.5 

7.6 - - > 

8.5 


Source: HDD Tracker 


All of Newport's growth has also been due to its King, which seems better 
attuned to younger adult product wants than Kool. In 1982, younger adult 
smokers rated both as acceptable products but found Newport King was 
significantly ssttother, milder and less harsh than tool King , Ise'e Appendix 
k 7) In qualitative work, Newport King is even described as a "light" (l.e,, 
low "tar") product, despite Its 18 mg, level. 

The SOS shoved that Newport, like Marlboro, relies heavily on its users to 
provide brand Imagery among younger adult smbkers (See Appendix F), And, 
Newport has the youngest franchise of any brand in the market — 531 were 18-24 
in 1983, Thus, It is no surprise that Newport lias become the alternate younger 
adult identity brand, for those vho don't want to just follow the crowd. For 
Blacks, It's today's alternative to Kool} for Whites• it's an alternative to 
Marlboro. 
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Key Points About SALEM/Kool/Newport 
SALEM 

• In its early years, SALEM's appeal to younger adult saokers was 
overshadowed by WINSTON. 

• SALEM gained aaong younger adult saokers of the 1970’s, especially 
Blacks, by spending aore effectively against Kool, but never has becoae 
a true "first brand". 

Kool 

• Kool's growth, auch like Marlboro's, hinged on deaographlc shifts 
caused by the antlsaoklng 1960's, 

• Kool was In tune with the rising importance of younger adult Blacks in 
the 1960's. The mindset of "Black Identity" aade It tlae for Blacks to 
adopt-thelr own brands, rather than follow-the general oarket. 

• Kool, gained "Black Identity" by advertising to Blacks before Its 
coapetltors. 

a When, yo.unger adult Whites returned to the aarket of the 1970'e, Kool 
was suddenly too Black to fit the younger adult aarket and becaae 
vulnerable. Kool also splintered its heritage, positioning itself by 
style. 


Newport 

• Newport,.when it was repositioned, essentially bought Kool’s prlae 
North Atlantic aarket by^intense spending in out-of-hoae and against 
Blacks.;. 

e It appears that Newport has gained younger adult White saokers by 
gaining distribution but its fundamental growth is aaong Blacks. 

• Younger adult saokers rate Newport as allder/saoother than Kool. 

• Newport users are the main source of Newport perceptions. It is seen 
•s the alternative younger adult brand -- for Blacks an alternative to 
Kool, for Whites an alternative to Marlboro. It’s for those who don't 
want to follow the crowd. 
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.. . III. KEY LEARNING; SUMMARY 6 CONCLUSIONS 


The previous two sections have discussed the importance of a strong position 
in the younger adult smoker market and the stretegles/clrcumstances which 
have, in the past, allowed brands/eoapahies to achieve growth among younger 
adult smokers. By integrating the key points from these sections, several 
conclusions can be reached. 

I. THE IMPORTANCE OF YOUNGER ADULT SMOKERS 

• Strong performance among younger adult smokers is critical to 
generating sustained growth momentum for brands/companies . 

- "New” 16-year-old smokers represent about 1.4 share points of 
Incremental volume each year* 

; *1 .. 

- A younger adult smoker who has been gained and retained 
appreciates in value over time because of Increased consumption. 
Older smokers do Pot. 


e The biggest cigarette brands of the last half century have derived 
their strength from high younger adult development — Pall Hall, 
WINSTON, Marlboro, and Kool, Newport may become another such brand, 
but Its site Is currently limited by distribution and lack of a broad 
geographical marketing effort* 

In each case, 

- Younger adult gains have been a long term leading Indicator of 
the brand's market share gains* Typically, major market share 
growth has lagged the brand's younger adult smoker growth by at 
least five years. 

- Contin u ing loss of younger adult strength has also been a 
leading indicator of market-ehare softness and decline, although 
aging may bolster the brand's fcOM for a decade or more. 

- These brands have been the flagship brands driving their 
companies' performance and each has been superceded by a brand 
from another company. Thus, younger adult growth performance has 
been a leading Indicator of long term corporate performance. 

At present, Philip Horrls and Lorlllard are the only companies 
showing steady younger adult performance gains. 
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• Major.performance gains among younger adult smokers do not necessarily 
have a major effect on short term,;total market share. This means that 
competition may be slow to notice an improvement of RJR performance 
among younger adult smokers and, therefore, may be slow to react . 

• A "first brand" strategy (vhich necessarily targets younger 
adult smokers) provides an opportunity for unique long term 
benefits. However, it is likely that at least two to three years 
of close tracking would be'required to determine the degree of 
success of a "first brand’ 1 effort . 

- Younger adult smokers provide the most concddtrated switching 
opportunity in the market;. While a switching strategy is 
Inherently less cost effective, it may be more feasible in the 
short term and may also produce more short term share results. 
Some switching appeal will be necessary to build enough early 
share for a "first brand" to hold the shelf. 

• Younger adult smokers have been at likely or more likely than older 
smokers’ to be early adopters of brands which have ultimately succeeded 
as ‘first brands" over the last SO years. Younger adults have not 
flocked to brands which were already large in the total market, 
possibly because the existing older franchise inhibits younger adult 
identification with the brand. 

e Patterns observed for WINSTON suggest that a "bandwagon effect" may 
accrue to a “first brand" which achieves an 18-year-old share near 
the level. When WlW$T0N's share reached this level, younger 
adult smoker growth was curtailed on both SALEM and Marlboro, until 
WINSTON's share again fell below that level. 


II. SUCCESSFUL YOUNGER ADULT BRAND STRATEGIES OF THE PAST 

The successful younger adult brands of the past have used strategies with 
many similar themes. In nearly every case, rthese brands have capitalised 
on the following types of opportunities, which will be discussed in more 
detail. 

A. External Factors 

B. Growth Sectors Within Younger Adult Smokers 

C. Out-of-Touch Competitors 

0. Product Delivery/Coaaiinlcation 
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A. Extern*!'Factors 

• Pest periods of intense publicity bn the health issue appear to 
have played a key role in the succession of-the major younger 
adult "first brands." 

- WINSTON capitalised on the filter boon, which gained aooentuo 
froa the "health scare" environment of the early 195.0's. 

* Marlboro capitalised on the changing alx of aales/feaales 
in the 1960's, which arose froa their different reactions to 
the Intense health publicity of that time. 

- Kool capitalised on the similar shift between Blacks/Whites 
in the 1960's. 

e Based on the WINSTON experience, product "breakthroughs" which 
address external factors are .more likely to produce short tere 
share results than those based primarily on imagery wants of 
younger adult saokers. 


Growth Sectors Within Younger Adult Saokers 


e Successful "first brands" have capitalised on subtle deaographic 
shifts within the younger adult smoker market. Their "formula for 
success" appears to have beet\ to^target the FUTURE profile of 
younger adult saokers, i.e., to be better developed aaong sex/ 
race/geographic groups which are gaining laportance, but only to 
the extent that reflects the grdup^s rate of growth. This 
"formula" will usually imply broad based, nearly balanced appeal 
rather than overemphasis on male/feoale, Black/White, or other 
- factors. 


• Pall Mall was strongly developed aaong younger adult feaale 
saokers while their laportance was Increasing aost rapidly. 

- WINSTON was introduced when younger adult feaale importance 
was modestly increasing and was slightly better developed 
aaong feaales, but essentially a balanced brand. 

- Marlboro was slightly better developed aaong Bales during 
the 1960's, when feaale laportance dipped, but was 
essentially a balanced brand until after 197S. 

- Kool was highly developed aaong Blacks and grew when their 
laportance aaong younger adult smokers surged in the 1960'e. 

- Newport targeted Blacks in the northeastern U.S., where the 
Black population was growing most rapidly in the 1970's. and 
has moved to the south, following the return migration. 
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B. Growth Sectors Within Younger Adult Smokers (Cont.) 

• The dominant trend In the younger adult smoker market over 
the last 50 years has been the rising Importance of females. 
Because of this, the major "first brands" have been 
overdeveloped among male* onlyvdurlnjrthelr periods of 
'decline . Harlboro has become overdeveloped among younger 
adult males only after 1975, when Its share was softening 
among younger adult female smokers. 

e One key to Marlboro's success in capturing the Baby Bubble 
appears to be that it attracted more 18-year-old smokers than 
WINSTON, within the younger adult smoker market* That is, it 
was clearly a "first brand", with relatively lower switching 
appeal. 


C. Out-Of-Touch Competitors 

In every case, the major younger adult brands have been succeeded by a 
competitor's brand positioned to be significantly different from the 
predecessor . The 'softening/decline of the major younger adult brands 
seems' linked to an inability to " stay in tune with the times" as well 
as a new competitor " started in tune with the times" at its 
i. troduction/repositioning. While the real criteria for being "in 
tune" are probably the mesh between Imagery and/or product and the 
wants of younger adult smokers of the times, demographics are a useful 
tool for identifying the likelihood of that mesh. 

e Pall Kail became out of touch with younger adult smokers' product 
wants when it failed to effectively react to the filter boom of 
the 1950's. WINSTON fit those wants. 


# WINSTON was the victim of subtle shifts Which may have been 
transparent or seemed transitory at the time. 


- WINSTON's light-hearted campaign fit well with the mindset 
of the 1950's, but did not fit as well with the rising tide 
of Intense younger adult rebels as Harlboro did in the 
1960's. 

- WINSTON's campaign had a slightly female slant end so did 
its franchise. In the 1960's, younger adult females were 
losing Importance and males were gaining— a better fit for 
Harlboro. 

- WINSTON's popularity among older smokers may have made it 
difficult to maintain an exclusively younger adult identity 
during the 1960's, when that want was most extreme. 


• Kool found Itself "too Black" in the 1970's as younger adult 
Whites were rapidly regaining market importance. 
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C. Out -Of-Touch Competitors (Cont.) 


• Marlboro's advertising/positipning seems to have become less in 
touch with the deaographlc trends within younger adult saokers of 
the late 1970's and 1980's and, perhaps, their mindset. 

- Younger adult female smokers were the key growth sector in 
the I970's and 1980's. 

- Today., Marlboro's younger adult male Saokers do not have an 
above average Interest in aascullne imagery .versus all 
younger adult males,. 

- Philip Morris may have recognised Marlboro as vulnerable. 
Marlboro's disproportionate switching losses to Virginia 
Slims and Merit tend to feed Marlboro's losses bsck to PM. 
The caapalgn modifications on these brands may shorten the 
lines of supply. 


D. Product Dellvery/Comaunlcatlon 

• ; Throughout the succession of “first brands*', younger adult smokers 
have moved to “milder" products. 

• Pall Mall promised "mildness" based on its length. 


- WINSTON, as a filter product, would be seen as milder than 
nonfilters. 

- In the 1960's. Marlboro was "milder", l.e., significantly 
lower in tar, than WINSTON, as was advertised by the FTC. 
Today, Marlboro is still rated milder/smoother than WINSTON 
by younger adult smokers and is preferred. 

> Kool and SALEM could be seen as milder because of their 
menthol. 

- Newport is perceived as mllder/smoother than Kool. 

e Successful "first brands" have used positive product messages. 

- Pall Mall emphasised milder smoking "pleasure". 

• WINSTON "Tastes Good" despite iti filter. 

- Marlboro is "where the flavor is", although historically and 
presently smoother than WINSTON. 

- Newport speaks to smoking "pleasure". 
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• By omission, no brand whose product messages remind the consumer 
of product negatives or portray thfe brand as a "weak cigarette” 
has succeeded as a younger adult flrdt brand . For .example, any 
brand which has specifically emphasised "low tar" (which implies 
remaining tar) has been limited to switching gains among maturing 
smokers. 
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IV. IMPLICATIONS/RECOhiHEKDATION’S FOR RJR 


1. Younger adult cookers are critical to RJR's long tero ;".rforoance and 
profitability. Therefore, RJR should oake a substantia. long term 
commitment of manpower and ooney dedicated to younger adult cooker 
programs . An unusually strong commitment from Executive Management vlll 
be necessary , since major volume' payors may lag several years behind the 
implementation of a successful younger adult cooker strategy. 


Thl6 tioe lag can also oagnify the penalties for vrong turns in the 
development and implementation of younger adult sooker programs. To 
prevent such problems; 

• RJR should develop objectives., planning procedures, and marketability 
criteria for younger adult brands/programs which reflect'their unique, 
long -term character . These may differ significantly from the 
approaches/measures which are appropriate to established brands or to 
new brands addressing older smokers. 

- ■ Thoroughness should be emphasised. 

- Innovation, experimentation, and multiple approaches should be 
encouraged. 

- Rigorous, objective consumer-based action standards should be 
established to ensure that volume results vlll ultimately follow 
and that continuing Management commitment is warranted. 

• RJR should make resources available to develop/improve its capabilities 
to thoroughly identify and track demographics, values/wants, media 
effectiveness, and brand performance within sectors of the younger adult 
smoker population . These tools vlll ie'critical to the development and 
implementation of effective programs among younger adult smokers. 

• Because of the sensitivity of the younger adult smoker market, brand 
development/management shouldencompassall aspects of the marketing mix 
and maintain a long term, slngleralnded focus to all elements — 
product, advertising, name, packaging, media, promotion, and 
distribution. Tactics which could negatively affect the integrity of 
the strategy should be avoided. ; 
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2. RJR should seek to better unders|and and capitalize on the market 
conditions/approaches which have successfully created younger adult 
strength for brends/companies in the pasti 

A. External Factors 

B. Growth Sectors Among Younger Adult Smokers 

C. Out-Of-Touch Competitor# 

D. Product Delivery/CommUnlcation 

Since RJR's processes/tools have bean better attuned to switching efforts 
than to "first brand" strategies, time and learning will clearly be 
required to fully assess the opportunities available through these 
avenues. It should be noted that the new/establlshed brand programs in 
the 1984 Plan already address the major issues/trends identified below, 
withinthe framework of current knovledge/procesaes. These Flans should 
continue as a basis for RJR's 1984 marketing efforts, but should be 
enhanced by a full-time dedication Of resources to ensure a solution to 
the problee. 

4 • , 
i. : i 


A. External Factors (Detail in Section V) 


•' SOCIAL ACCEPTABILITY 

A ,breakthrough product which effectively addresses social 
acceptability concerns could revolutionize the market as V1NST0N 
did in the health-concerned 1950*6. The ultimate.size of this 
opportunity will depend on younger adult smoker acceptance. 

Thus, RJR should.consider) 

- The need to develop a social acceptability product whose 
smoking benefits meet younger adult smokers' wants as well 
as other smokers' wants* . 


- Planning a second entry social acceptability brand which 
could emphasise mainstream younger adult imagery and 
product positive^ . thus avoiding the connotations of 
"social concern? which would likely be associated with the 
first entry. Thus, RJR could enter its own "Marlboro" to 
follow the "WINSTON Of the 1980's." 


• PRICING 

Pricing is a key issue in the industry. Some evidence suggests 
that younger adult smokers are interested in price, but unlikely 
to adopt a brand whose only "hook" is price. To maximize the 
possible pricing opportunity among younger adult smokers, several 
alternatives should be considered) 
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A price/value brand would need a conspicuous second "hook" 
' to reduce possible conflict between younger adults' value 
wants and iaagery wants. The oost saleable "hooks" are 
likely to be based on product quality, since these provide 
essy-to-explaln public reasons' for switching. Suitable 
Imagery should also Vn used. 


- Since younger adult aaokere with above-average Interest In 
value are concentrated in the Coolness segment, it la 
possible that younger adult smokers might be responsive to 
an appropriately positioned value-oriented menthol entry. 

- Tactically! extended periods of closely ’targeted pack 
promotion (B1G1F, sampling) in selected sites (e.g., 
convenience stores, military exchanges, special events) 
could lead to brand loyalty from repeated trial. This 
should be considered an Investment program. 



! Tounger adult Hispanic and Black smokers should be key RJR 
• targets , since they are gaining Importance In the younger adult 
smoker market. 


Resources/manpower should be made available to Increase 
understanding ofthedynamics, wants, and executional 
sensitivities within these markets. 

- Heavy-up advertising In selected media are likely to be 
beneficial against younger adult Black smokers, based on 
Newport/Kool history. 

- Competitive advantage could accrue from these special 
market programs, since Philip Morris has intensified Its 
Black/Hlspanlc marketing efforts. 

ri 

e Females are continuing to gain importance among younger adult 
smokers and, based on their diversity, should afford a number of 
potential opportunities. 

- Since the continuing trends to working women and "new 
masculinity" imply greater commonalities between the sexes, 
a dual sex brand which appeals to, but is not limited to 
women may be "In tune with the times." 

- "Style/Oress" remains a pronounced interest among younger 
adult female smokers, but should be executed to provide a 
clear point of difference and not be "too bold." 
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B. Crowt.h Sectors.Among Younger Adult Smokers (Cont.) 

• "Moving up in the world" has been identified as a key enduring 
want among younger adult smokers. This Imagery need is likely to 
grow, since younger adults who follow the Baby Bubble are likely 
to experience limited opportunities for traditional success. 

- Limited opportunity to “move up" within the establishment 
may lead younger adults to more antrepreneurial means of 
success, such as fame via the performing arts. This type of 
concept meshes with younger adults’ key activities/ 
interests, apparently Represents an enduring want, and 
therefore may provide an innovative opportunity to be 
clearly different from competition. 

- A "status symbol" brand may attract some younger adult 
smokers, as an affordable compensation for other luxury 
items, if it can be executed to key on younger adult 

,definitions Of "class" and achieve clear difference versus 
competition. 


C. Out-Of-Tooch Competitors 


e Based on history, RJR should emphasise competitive efforts which 
are clearly different from the target brands. Head-on or 
imitative strategies should be pursued as defensive rather than 
offensive measures. Thus, RJRshould target younger adult 
smokers based on their Inherent wants/differences rather than 
. letting competitors define the market. 

a Marlboro has become somewhat out-of-touch in that it is too male 
to fully capitalize on the female growth sector and its masculine 
Imagery is less of a "hook* in the 1980's. However, Marlboro's 
" -users themselves provide the brand a strong positioning as an 
Identity/belonging brand. Since Marlboro is not likely to be 
preemptable on belonging and is not strongly profiting from its 
"masculinity", ether less head-on strategies Mold more promise at 
present. 


Marlboro smokers are half of the younger adult market and, 
thus, encompass « diversity of wants. This implies that 
successful attacks oh any key sectors of the younger adult 
market are likely to hurt Marlboro. Thus, a variety of 
approaches should be developed to address the spectrum of 
younger adult smokers rather than limiting creative options 
oy delining the market strictly in terms of Marlboro. 
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C. Out-Of-Touch Competitors (Cont.) 

- Virginia Silas and Merit should be high priority competitive 
targets . since they appear to play a key role In defending 

,Philip Morris against Marlboro's tradition/lly high 
switching losses. 

- VANTAGE nay have an opportunity to compete more effectively 
for younger adult Marlboro svitchers t based on Its history 
of switching gains from Karlboro, (Shown in Appendix H). 

• 7 : * • 

D. Product Dellvery/Communlcatlon 

e Smooth, mild product delivery seeas to have been a key factor In 
the succession of younger adult brands. Therefore: 

- RJR should ensure that, product wants aaong saokers 18-24 are 
. ,j. fully understood and reflected clearly In action standards 

-• for products targeting younger adult saokers. 

- RJR should give high priority to eliminating elements of 
harshness froa Its younget-edult-targeted products. 

a RJR should use copy sfrategies which emphasise product positives 
to younger adult saokers. Connotations of "weak"* "concerned", 
or "low tar" should be avoided 4nd elements of mild, smooth, 
rich, smoking pleasure should be emphasised. 
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PRICING 


Opportunity Analytic 

Pricing is a key Issue because of the pressures of the FET lncrese and the 
ensuing surge in sales of generic/private label brands. The Impact of price on 
younger adult smokers Is a complex question, which is likely to require 
additional learning, over time, to completely resolve. 

Studies by the National Bureau of Economic Research (NBER)-vere used by the 
government as a rationale for the FET Increase. These studies indicated that 
price had a much stronger effect on smoking by younger adults, particularly 
males, than on any other age group, because people were less likely to start 
smoking in an environment of higher cigarette prices. Thus, over an extemTed 
period of time, younger adult smokers would tend to become less price 
sensitive , since those who react most strongly would not become smokers. 
However, the NBER studies clearly imply that price Influences younger adults, 
so that price/value may offer an opportunity for some share leverage among 
current younger adult smokers . 



Strategic Alternatives 

1. In the 1983 SOS, younger adult males were more likely than any other smokers 
to say they would buy generics for any price differential, large or small. 
Yet they were least likely of all smokers to report a generic usual brand. 
The explanation is probably conflicting wants: 

* Younger adult males want to be seen as successful, someone who buys the 
best regardless of price. 

- They want to make a good Impression on others, smoke a brand acceptable 
to their friends. 

- They have little Interest in being seen as "smart shoppers", 

« s 

Field reports from the military market confirm this conflict. Generic sales 
were booming but none of the men were seen smoking them -- because they were 
putting the generics in Marlboro packs. 

Younger adult females have a more average attitude toward cost-conscious 
imagery but are also'unlikely to adopt generics, perhaps because of conflict 
with their own "upward striving" wants, such as style/dress* 

Thus, to maximise opportunity among younger adult smokers, a price/value 
brand will need a second "hook” to its proposition to. allow younger adult 
smokers to switch on the basis ot other, more acceptable wants as well aT 
price . While imagery will be desirable, probably necessary, to brand 
success, the most likely second "hook" is product quality/taste since this 
is a more easily expressed public reason for'adoption. Examples would be 
“computer technology produces better .smoke at lower cost" or "pay for the 
best product, not the big brand name." 
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2. Younger adult sales In the SDS were more likely than any other smokers to 
have taken advantage of BIGiF offers. Such pack promotions provide the 
savings benefit without conflicting imagery but typically yield trial or 
occasional usage rather than a change in ^rand loyalty. Carton offers, on 
the other hand, tend to reach older smokers. But, if RJR could closely 
target pack price promotions to younger adult smokers over an extended 
period of time, brand loyalty night be captured . This would be an • 
investment program. Its dost eftectiveness would depend on how tightly 
promotions could be targeted to younger adult-smokers via, for example, 
military exchanges/canteens, selected convenience outlets, etc.' 

Any other price tactics on established brands could tend to undercut their 
Vj- : perceived quality/value. 

tv-• 3. An SDS profile of younger adult smokers who have more Interest than their 

peers in a value brand, but lower confidence in generics, showed high 
■ Coolness Segment development. Although* as seen above, price behavior may 
differ froerexpressed wants, there may be somewhat higher potential for a 
menthol entry to appeal to younger adult smokers on the basis of 
value/price. 


Key Points 

• Any price/value strategy will need a preemptive second "hook" to make it 
easy for younger adu*t smokers to switch for a reason other than price. 
Product-based "hook* are easiest for consumers Co publicly express. . 

• Since younger adult Coolness smokers have somewhat above average interest in 
value, a menthol entry may warrant consideration. 

• Tactically* closely targeted, long running BIGIF's may yield some younger, 
adult switching (as opposed to trial). 
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SOCIAL ACCEPTABILITY 


jortunity Analysis 


Social pressures against smoking are high end Increasing. This negative 
Influence is somewhat similar to the health aituatlon in the early 1950's. 
Therefore, it is possible that products which effectively address the perceived 
social negatives of smoking and also provide adeouate smoker benefits could 
revolutionize the future market Just as filters revolutionised the market 
during the 1950's, It is possible that It JR will have an opportunity to repeat 
the WINSTON success In the 1980's environment .' 

The long range impact of such products on the Industry will ultimately depend 
on their acceptance among younger adult-smokersy lust as the filter revolution 
did. At present, younger adult smokers sno nonsmokere are becoming polarised 
on social acceptability — younger adult smokers show less concern with the 
issue than older smokers, while younger adult nonsmokere are somewhat more 
concerned. ' 

"In general, you are more acceptable to 
people If you don't smoke." 


X AGREE 

SMOKERS 

NONSMOKERS 

18-24 

49.51 

-> 73.2 

25+ 

55.3 

71.1 

Total 

54.4 

71.5 


Source: 1983 Smoking Attitudes Study 

Given younger adult smokers' keen Interest in peer acceptance/approval. It is 
likely that younger adult smokers would be interested in a brand which 
effectively aMresses social acceptability and also provides the other smoking 
benefits they want’ ll However, If that brand is positioned as "socially 
concerned 1 ', younger adult smokers may try It as a novelty but are unlikely to 
adopt It as a’regular brand — younger adults who wish to be seen as 
"concerned" are more likely to choose to be nonsmokers. 


Strategic Alternatives 


First Entry Brand 


If RJR achieves first entry with a social acceptability brand, younger 
adult smokers are more likely to adopt It If the brand proposition la as 
positive and mainstream as possible, 'This yes essentially KINSTON'S 
approach to the health concerns In the 1950's. WINSTON let Kent and others 
sell "safer" filters, while WINSTON let people know It had a filter but 
emphasized the positive of taste. For example: 

e The added product benefit might be "enhances sociability" rather than 
courtesy (which Implies potential disapproval from others). 
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• The dime', package, andpost-introductory advertising (once clear 
awareness of the point of difference was established) could 
emphasize supportable claims that the brand also provides a full 
measure of benefits of "old style filters" such as taste, 
satisfaction, draw, and imagery,: 

2, Second Entry Brand 

The opportunity may be greater for a Second entry social acceptability 
brand to establish mainstream appeal among younger adult smokers, since the 
first entry must push the product difference. Thus, the first entry might 
automatically be viewed as "concerned; even if ft went mainstream 
post-introduction, i.e., quickly repositioned Itself. 

Other advantages of the second entry strategy could be: 

e The strategy is equally viable whether RJR or another company hits 
market^- first with a social acceptability brand (assuming that product 
development timetables will be similar between companies). 

>■ 

e RJR could cover the bases by offering both a "concerned" and a 

younge'r-adult-orlented entry. If the first product is a satisfactory 
smoke, it could be used under both posltlonlngs. • 

3. Line Extensions 

If social acceptability entries catch on, RJR should be prepared to defend 
Its established brands with appropriate line extensions. Although a 
mainstream second entry brand could. Itself, be a line extension, this 
would dilute leverage of "the new way to smoke" versus "old style filter 
cigarettes" and allow competitive brands to more easily respond. The least 
likely candidates for this type of line extension would be brands committed 
to "Virility" such as CAMEL and, hopefully, Marlboro. 


Key Points 

• Products addressing social acceptability could revolutionize the market in 
the same way filters did in the "health scare" environment of the 1950's. 

The long range outlook for such products will depend on their acceptance by 
younger adult smokers. 

e To be adopted by younger adult smokers, a social acceptability brand should) 


1. Offer adequate smoking satisfaction as well as effective relief 
from social pressures. 


2. Be positioned positively rather than as "socially concerned", 
perhaps using essentially the WINSTON strategy of the 1950's. 


A second entry social acceptability brand is more likely to be able to 
position Itself in the younger adult mainstream. 
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BLACK/HISPANIC YOUNGER ADULT SMOKERS 



Younger adult Black and Hispanic smokers ;*re dramatically increasing in 
importance and will, conservatively, comprise '20X of the 18-2A market by 1990. 



1965 

1976 

1980 •. 

PROJECTED 

1990 

BUCK 

■ 

. ' 

• • T, "- T ' r r 


X Pop. 18-2A 

11.2 

12.A 

13.0 

1A.8 

X Smokers 18-24 

12.9 

13.A 

13.6 — 

—> 1A.5 

Index 

115 

108 

105 

98 

HISPANIC 

X Pop. 18-2V 

NA 

5.7 

7.5 

9.9 

2 Smokers I8—24 

NA 

NA 

3.9 — 

—> 5.1 

Index 

NA 

- v NA 

52 

.■ 52 

BUCK A HISPANIC 





X Pop. 18-2A 

NA 

18.1 

20.5 

2A.7 

—> \mr] 

X Smokers 18-2A 

NA 

NA 

17.5 — 


Sources: Census Bureau; Hispanic Omnibus Study; "Projections of Hispanic 

Population for the U.S., 1990 6 2000" (Center for Continuing Study of 
the California Economy); "Health, U.S., 1981". 


BUCKS 


Since the Kool phenomenon began in the I960**, younger adult Blacks have moved 
increasingly to menthol products, which have accounted for 90% of the younger 
adult Black surket in recent years. In 1983, 72% of Blacks 18-2A smoked one of 
the 3 major Coolness brands, although the segment has been getting some 
' competition from Stylish brands. Virile brands, even Marlboro, have virtually 


no appeal to Blacks. 



Kool 

• 3A.6 

30.8 

27.9 

21.8 

- A.3 

Newport M 

16.6 

22.A 

27,2 

36.A 

+ 5.9 

SALEM 

17.2 

19.2 

17.3 

13.6 

- 1.2 

Coolness 

71.3 

72,8 

73.0 

72.1 

+ .3 

Menthol 

86.7 

89.9 

91.5 

88.9 

♦ .1 


Source: KDD Tracker 
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Newport is thegrewth brand among younger adult Blacks, yet it is not perceived 
as particularly relevant to their key wants/concerns: "moving up in the 
world," style/dress, and powerlessness. Effective spending appears to have 
been key to its success, although product mildness versus Kool nay have played 
a role. 

Kool appears to have risen partly from an emerging desire for Black Identity, 
but it 1$ not clear that this want is as pronounced among younger adult Blacks 
today. 

• The SDS showed that younger adult Blacks were less likely than older 
Blacks to believe "it is important to remember my fo’ots." 

• Although Newport is prominently advertised in Black publications and 
spends about 162 of its brand dollars against Blacks, 591 of its dollars 
go to OOH which is primarily general market. 

• In qualitative work, younger adult Blacks feel limited rapport with 
todayts'Black "leaders", e.g., Jesse Jackson. 

Thus, Coolness strength among younger adult Blacks may continue to decline in 
the-future infevor of Stylish brands which key on Black wants but also have 
appeal in the general market. 


' Hispanlcs 

The Hispanic.market is very difficult to address because: 

• Mexicans, Cubans, and Puerto Ricans form three distinct segments which 
differ in wants, lifestyles, even language. 

• Many •Hispanlcs insist that advertising be in the Spanish language and 
that visual executions be perfectly attuned to their lifestyles, self 
image., and traditions. Hispanlcs are extremely literal. 

s iilegel'entry makes even population data difficult to obtain and tools 
for understanding/tracking the Hispanic market have been quite primitive 
compared to general market capabilities. 

Mexicans are the largest and fastest growing sector of the Hispanic population 
and also the sector in which RJR’s performance“4s strongest. 


Percent of U.S. Hispanic Population 



1980 


2000 

Mexican 

612 - 


642 

Puerto Rican 

14 


12 

Cuban 

7 


$ 

Ocher 

18 


19 


Source: Center for Continuing Study of the California Economy. 
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Marlboro is the leading brand among Puerto Ricans and Cubans and recently 
appears to have intensified its efforts against the Mexican sector. In fact, 
Philip Morris appears to be increasing special aarket spending behind all of 
its key brands, with special Hispanic campaigns recently appearing for 
Marlboro, B&H, and Players. (See Appendix Li) 

Key Points 

e Blacks/Hispanlcs will comprise 20% of all younger adult smokers by 1990. 

e Younger adult Black smokers appear to be highly responsive to effective 
advertising spending. They appear somewhat more likely to be attracted to a 
brand which keys on their Interests in "moving up*' and style/dress and can 
achieve reasonable development in the younger adult general aarket. 

Knowledge of the younger adult Hispanic aarket is extremely limited, 
although it.Is fairly clear that Mexicans are the key sector. Success among 
younger adult Hispanics is likely to require development of an adequate 
information base and extreme sensitivity to executional elements. 

Philip Morris has placed much heavier emphasis on ethnic spending in recent 
years and evolved on-going Hispanic campaigns for Marlboro mnd Benson & 
Hedges. • 

bis* e 
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YOUNGER ADULT FEMALE SMOKERS 


Younger adult female smokers tu. been a driving force behind Industry growth 
during the last half century as they h*ve become more likely to smoke at age 18 
and, over time, spread in Importance within older age brackets. 

rIMPORTANCE AMONG 18-YEAR-OLD SMOKERS 
1960's 1970's .. 1960-83 

Males 62 53 51 

Females 38 47 49 

Source: 1983 SOS 


Younger aduLti/females are continuing to gain importance among younger adult 
smokers, due to their stronger incidence trend versus younger adult males. 
Based on government reports in recent years expressing alarm at increased 
smoking among teenage girls, younger adult females are likely to continue to 
slowly gain Importance, although external factors such as social acceptability 
and price may affect the outlook. 


1981 

1982, 

1983- • 

Source; HDD Tracker 


INCIDENCE AMONG YOUNGER 
TOjtAL MALES 

“T"* . X INDEX 


ADULTS 18-24 
FEMALES 
1 INDEX 

31.7 97 

31.8 100 

30.1 102 

29.3 101 


Key differences in wants between younger adult female smokers and other smokers 
were identified In the 1983 SDS. 

KEY WANTS/CONCERNS OF FEMALES 18-24 


Belonging/Fitting In 

Moving Up in World 

Powerlessness 

Style/Dress 

Savings/Value 

Health/"Tar" 

New Male/Female Roles 
Social Acceptability 
Smoking Problems 


VS. TOTAL 18*24 


No Difference 
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Despice key differences in wanes from younger adult males, younger adult 
females tend to.smoke dual sex brands rather than specifically targeted female 
brands, e.g., 34% smoke Marlboro versus 11% \for Virginia Slims. 

e Virginia Slims was introduced in 1968 but appears to have gained appeal 
as a younger adult female "first brand" only in recent years. 



This uy relate to its gradual campaign evolution from heavy makeup and 
avant garde fashions to more friendly, casual Imagery. . This transition 
may have been speeded by the introduction of SALEM Slim Lights, which 
outperformed all other competitors in attracting switchers from Virginia 
Slims.' 

VIRGINIA SLIMS SWITCHING AMONG FEMALE SMOKERS 18-26 


NET CAINS NET LOSSES 



PTS. 

% 

PTS. 

% 

SALEM 

mm 


-.14 

45 

Barclay 

- 

: - 

-.05 

16 

CAMEL 

mm 

v - 

-.02 

6 

VANTAGE 

m 

- 

-.02 

6 

B6H 

■ ■ mm 


-.02 

6 

Generics 



-.02 

6 

Marlboro 

+.26 • 

39 

- 

mm 

Merit 

+.12 

18 

mm 

- 

Newport 

+.05 

8 


- 

Kent 

+.05 

8 

- 

- 

Parliament 

+.05 

8 • 

- 

mm 

All Other 

+.13 

12 

-.04 

15 


+.66 

100% 

-.31 

100% 

Source) NFO, 

1980-83 (1st Half) Avg. 

Per 6 Mo. 




Although base sites are small, there is aome indication that Virginia Slims 
younger adult core females are true Stylish segment smokers who desire to make 
a bold statement with their brand, whereat Virginia Slims fringe smokers 
consider the brand to be nearly too bold for their tastes. Its key imagery is, 
naturally enough, "today's woman". 
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Virginia Slins weakness may be that It fits not only a particular type of 
feaale but a particular stage of life. The prototypical younger adult female 
Virginia Silos sooker Is like Its overall franchise — she Is froo a fatally 
with income over $25M (BD1 ■ 160), has some college education (BDI ■ 130), is 
employed as a secretary/clerk (BDI ■ 160), and is single or newly oarrled. The 
drop in Virginia Silos development aaong married/formerxy oarrled women 
suggests that Virginia Silos somehow does no]t fit the oarrled woman's lifestyle 
and thus, has Halted opportunity as a lifetime brand. 


VIRGINIA SLIMS DEVELOPMENT 

TOTAL FEMALES 18—24 FEMALES 


r>; • 

Never Married 

213 

126 

\ 

Married < 2 Years 

182 

96 

• 

Married 2+ Years 

77 

77 


Formerly Married 

;i ‘* r 

77 

48 

» . 

Total.BDI 

100 

100 


:> Share 

6.0% 

10.7% 


Sources: 1983 SDS, 1983 Tracker 


• Most younger adult females smoke a dual sex brand — not too masculine (e.g. 
CAMEL), but not strictly female (Virginia Silos). While specially targeted 
feaale brands will undoubtedly play a role in the future market, lifestyle 
trends suggest that commonalities between younger adult males/females are 
increasing over time , so thatdual sex wants are likely to remain prevalent. 

- Younger adult females are increasingly moving Into the workplace, at a 
more rapid pace than older women. , 


LABOR FORCE PARTICIPATION (%) ACES 20*24 


* 

1960 

1970 

1975 

1981 

Females 20-24 

46.1 - 

—> 57.7 —-> 64.1 —-> 

69.6 

Index vs. Total 
Females 

122 

127 

133 

134 


- Younger adult females have become as likely as males to attend £ 

college. 


Males 

Females 


% COLLEGE ENROLLEES 18-2* 


1960 

1970 

1975 

1981 

63% 

57% 

53% 

50% 

37 -> 

43 - 

—> 47 -> 

50 


00 

««j 
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- Females are Increasingly opting to remain single during their younger 


adult years and to live alone. 



Males 53.1 54.7 $9.9 —> 69.5 

Females 28.4 -> 35.6-> 40.3 ——> 51.9 


YOUNO&R ADULT FEMALES LIVING'ALONE 
1960 ' 1970“ Tffi 1981 

Number (M) 110 282 '501 752 

Source: Statistical Abstracts, 1982*83, pages 41 6 44 


- Both younger adult males and females are more llkly to say they 
"associate with the new Ideas of men/women" than their older 
counterparts. * 

‘.I* t . ■_ ; ;f ■ ‘ 1 • 

These increasing lifestyle commonalities suggest that females vill continue to 
be more attracted to dual sex brands which adequately address their wants than 
to highly targeted female-only brands. ~ ' 


Points 


• Younger adult, female smokers have greatly increased In importance over the 
last 20 years and are likely to continue to slowly gain In Importance, 
unless external factors Intervene. 

• Virginia Silas, or similar female-only brands, are likely to hold a niche in 

the future y.ounger adult female market, hut essentially dual sex brands 
which are attentive to female wants/concerns are likely to provide the 
larger opportunity. ;r 


e Style/dress remains a pronounced Interest among younger adult females, but 
should be executed to provide a clear point of difference and not be M too 
bold". 



RJM 062*339 



http://legacyJibrary.ucsf.efl^i^ar<j|OgaCK^pgWv.inclustrydocuments.ucsf.edu/docs/ytgl0001 


50730 5669 







"MOVING UP IN THE WORLD" 


"Moving up in che world" Is a key went among all groups of younger adult 
sookers and the one which most distinguishes then froo older smokers In the 
SDS. This is not surprising, given that they are in the process of developing 
their education and/or career and establishing their independence (which 
requires dollars). 

Dollars may well be the key measure of success to younger adult smokers, since 
the desire to move up decreases as their incomes Increase, Blue collar workers 
(who are the highest earning younger adults) are less upward striving than 
average. Education makes no difference. 

Younger adult smokers are more likely than older to emphasise the "image" of 
success. They like, to know important people and feel "there's nothing wrong 

with showing you've made it," regardless of race or sex. 

•• 

Over the next^ftl’years, younger adults' desire to "move up" may become more 
frustrating,'.since the peak of the iaby Bubble will ride Just ahead of them, 
clogging the traditional avenues of advancement and success* This suggests 
that-they may'move to alternate paths as other "powerless" minorities have done 
in the past. 

• Some may compensate by seeking to acquire affordable status symbols, 
possibly a prestlge/class cigarette brand. However, it is not entirely 
clear that the younger adult definition of "class" will entirely mesh 
with the status symbols prised by the older establishment, since they 
aeem to.prefer designer jeans to couturier originals and flair/ • 
individuality above elegance* B4H, the only established "prestige" 
brand has attracted some interest among younger adult Blacks/Hlspanlcs 
but is /r 4<nderdeveloped among younger adult smokers as a whole. 

• One option successfully used by .entrepreneurial minorities in the past 
is to seek fame by exercising special-talents in the public eye -- women 
achieved visible success through the stage or screen (or by marriage), 
Blackr moved up through sports and music, Jews became famous on the 
comedy circuits, "poor boys" from Liverpool or Mississippi made It with 
rock and roll. 

The desire to fame, the fantasy of "being discovered", and "star 
worship" appear to have been common among younger adults for generations 
in varying forms.. Today's younger adults appear to be no exception: 

- In qualitative work, when younger adult smokers are asked to name 
their heroes, they tend to name performers rather than the sports 
figures (e.g., Jo Dimaggio) or political leaders (John Kennedy, 
Martin Luther King) who may have had more attention in the past. 

- The "Newsstand Weeklies" ( People , National Enquirer , etc.) which 
key on performers, are the mosthread periodicals among younger 
adult smokers (See Appendix M). 


*49. 
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- The TV series "Fane" appealed Co younger adults and Is returning 
. via syndication. 

Music is probably the most popular node of performance among younger adult 
smokers: 

• A special cable network, MTV, of fers ^nothing but video renditions of 
popular younger adult music. 

• Younger adult smokers In the SDS were twice as likely to actively 
participate In musical activities (l.e., actually play or sing) as 
smokers 25+ were. 


’ e Younger adults tend to associate Marlboro with the occupation of 
' t .. musician. This was mentioned by 2IX of smokers 18-24 rating Marlboro 

versus 142 of all smokers, the most pronounced difference found between 
older/younger adult responses. This is unusual, since Marlboro's only 
formal ^association with music has been softs recent special events 
t ' n! sponsorship. This suggests that these younger adult male Marlboro users 

may be characterizing themselves as they are or wish to be. 

" -t. > - 

Although "fame*"is a concept rather than an opportunity at present. It would 

represent an Innovative point of difference'from any past/present brand and 

appears to bt relevant to younger adult wants/interests. 

Key Points '• 

• "Moving up*n the world" is a key, enduring want among younger adult smokers 
and is likely to become of even higher importance as avenues for traditional 
success are .increasingly blocked by the Baby Bubble. 

* ’ i *AV r ^ 

• Younger adulTs tend to emphasize the image of success rather than "self 
improvement". 

• A "status.symbol" brand m*y attract some younger adult smokers, as an 

x affordable compensation for other luxury items* if it can be executed to key 

on younger adult definitions of. "class" and achieve clear difference versus 
competition. 

• Limited opportunity to "move up" within the establishment may lead younger 
adults to more entrepreneurial means of success, such as fame via the 
performing arts, especially music. This meshes with younger adults' key 
activities/interests and apparently represents an enduring went applicable 
to both sexes and races. Therefore it may provide an innovative new 
brand/repositlonlng opportunity, clearly different from competition. 
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NUMERICAL IMPORTANCE OF VOUNCER ADULT SMOKERS 


Aees 18-24: 

1975 

1980 

1981 

1982 

1983 


% of Total Pop. 18+ 

18.6% 

18.5% 

18.3% 

17.9% 

17.5% 


Incidence of Smoking 

Smoker % of 18-24 Pop. 

36.0% 

32.7% 

31.7% 

29.4% 

29.0% 

(P) 

Index vs. Total 18+ 

106 

99 

98 

95 

94 

(P) 

1 of Smokers 18+ 

20.0% 

18.3% 

17.9% 

16.9% 

16.4% 

(P) 


(P) - Preliminary Tracker Data 

Sources: Incidence and Rate Report, Year 1982, HDD Tracker, and Census Bureau 
population estimates. 


Aees 18-24 In 1988: 

High Side (1) 

Low Side (2) 

% of Total Pop. 18+ 

14.9% 

14.9% 

Incidence of Smoking: 



Index vs. Total 18+ 

94 

87 

% of Smokers 18+ 

14.0% 

13.0% 


(1) High Side assumes younger adult incidence follows the same trend as the 
total population (18+). 

(2) Low Side assumes younger adult Incidence falls more rapidly than among 
total smokers, to the average degree seen from 1975 to 1963. 
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APPENDIX fi 


•YOUNGER ADULTS' IMPORTANCE AS REPLACEMENT SMOKERS 

* NU »OC« >r fWTM «K 



• More than-two-thirds of sale saokers start by age 18. Only 52 start after 
age 24. 

Current Male Saokers By Starting Age 
Cuaulatlve X 



Start By Age 

Start After Age 

12 

9.92 

90.12 

13 . . 

13.4 

86.6 

1* ... ' 

20.8 

79.2 

15i*'\ 

30.3 

69.7 

16. 

42.9 

57.1 

17 


46.4 Median ■ 

16 

Lfifi.7. 1 , 

31.3 

19-20 

84,0 

16.0 

21-24 

94.6 

1 5.4 | 

25+ 

100.02 

mmm 

Average of HEW data reported 

in Adult Use of Tobacco, 1970 

ugh voaen of the early 1900's 

started to saoke at later ages 

has been little 

difference in 

recent decades. 

Year of Blfh 

Median Starting Axe of Feaale Saokers 

1900-1920 


20.0 years 

1920's 


18.5 

1930’* 


17.7 

1940's 


17.1 


- 16.7 years 


ui 


-j 

fO 


>0 

00 


Source: HEW, Changes In Cigarette Saoklng Habits• 1955-66. 
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APPENDIX C 


MARLBORO SWITCHING LOSSESACTUAL VS. PREDICTED 
• NFO: Ave. 1980*- First Half 1983 


Importance Of Age 
To Total Smokers * 


Ave. Annual Cross Switching Lota »» 

:a In Age Wtd Pts Of Total it Of Total 


18-24 

17.2X 

•*1.46 

2? 1 

39X 

25-34 

25.8 

• - .64 

- .17 

27 

35-49 

27.6 

,40 

- .11 

17 

50+ 

29.4 

- .36 

- .11 

17 

TOTAL 

100.OX 

- .64 

- .64 

v ioox 


* Source: HDD Incidence/Rate Report, Year 1982; HDD Tracker* lit Half* 1983. 
’ ** NFO gross switching losses within age converted to total and points of 
total by importance weights above. 

• Predicted By SDS Loyalty Rates 


nANLBOROLOtRlTYRRTC 

« » r> «* IMM* 




* 

—*1 

m mm ma 

£ --! 

«we _ 

£ - 



Marlboro 18-Year-Olds 
After — 

0 

Yrs 

1 

Yrs 

' 2 
Yrs 

3 

Yri 

4 

Yrs 

5 

Yrs 

6 

Yrs 

X Remaining Loyal 

100X 

76X 

72X 

68X 

65X 

61X 

58X 


Average 

71X 


Since 7IX remain loyal* 39X must switch over the six years* l.e.* an 
average of 6.5X per year among the average MX of the original group who 
remain. 7IX x 6.5X • 4.6X average annual switching loss* 


Marlboro 

Tracker Share Among 18-24 
Avg. Importance of 18-24 
Value in Points of Total Smokers 
Average Annual Switching Loss 


Average 

1980-83 (1st Half) 

35. 3X 
x 17.2X 
8. IX 

. • - 

l-TalCJ Points 
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RJR/PM SWITCHING VS. SMOKER SHARE PERFORMANCE 

POINTS OP TOTAL SMOKERS 
NET SWITCHING SHARE 



RJR 

1980 

+ .26 

1981 

+ .27 

1982 

+ .42 

1983 Use Half) 

+1.00E 

_Vsr 
, •-T! - 


Avg. Change 

+ .41 


Per-6 Mo. 


Sources: NFO and HDD Tracker 


PM 

RJR 

PM 

+ .45 

33.3 

29.2 

- .25 

32.1 

31.0 

+ .24 

32.8 

32.3 

+ .36E 

33.0 

34.2 

+ . 18 

- .1 - 

-> 1,0 
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8 

8 
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AlKtNDIX £ 


E FFECTS OF AGING ON SHARE OF SMOKERS 


Method 

The charts In this Appendix summarise an analysis of the relative importance 
of aging* and "other factors" (switchlng/qulttlng/etarting') to changes in 
saoker share for Marlboro and Newport (menthol). 

The analysis assumed that a brand's share was flat within the Tracker age 
brackets and simply aged its smokers year by year, within or across these age 
brackets. For example, in 1981, Marlboro had a 34.32 Tracker share among 
18-2A and a 21,95! share among 25-34, For 1982, we would estimate that, if 
nothing but.,ag£ng occurred, Marlboro would have a 34.33: share among those who. 
aged from 24 to 25 and still a 21,92 share among 26-34, who did not leave 
their 1981 ‘bradcet. Since 25-year-olds were about 112 of all 25-34 smokers in 
1982, a weighted average indicates aging would push Marlboro's share among 
25-34 from 21.92 in 1981 to 23.32 In 1982, a gain of 1.4 points. 

112 X 34.3 - 3.8 points from 25 year olds 

892 X 21.9 - 19,5 points from 26-34 

1002 23,32 share among 25-34 if only aging occurred 

Since Marlboro's Tracker share among 25-34 in 1982 was in fact only 23.02, we 
presume the differences of about .3 was due to switching/startlng/qulttlng 
among 25-34's that year. 

In addition to the historical analysis, possible future effects of aging were 
conservatively projected for the brands by assuming that younger adults would 
drop in Importance from 16.52 of all smokers in 1982 to 13.62 by 1988. Upside 
and downside fmture trends were calculated for each brand, with and without 
"other effects”, based on the brand's history from 1980-83 <lst half). 

Marlboro D-l 

Newport Menthol D-2 


* Cains within the younger adult group were considered aging contributions. 
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megs or 


HISTORICAL _ 



1980 

1981 

1982 

1st Half 
1983' 

Anngal 
Avg. Chq. 

l"-24 SMOKER SHARE 

32.4 

34.3 

36.3 

41.2 


Change vs. Tr. Ago 

♦1.8 

♦1.9 

♦2.0 

♦4.9 

♦2.2 

25-34 SMOKER SHARE 

20.1 

21.9 

23.0 

24.9 


Change vs. Tr. Ago 

♦.5 

♦1.8 

♦l.l 

♦1.9 

..... '**.3. 

Aging Effect 

♦1.2 

♦1.3 

♦1.4 

♦».« 

♦1.3 

Other Effects 

-.2 

♦.9 

-.3 

♦.5 

MC 

33-49 SNOKEft SHARE 

H.O 

*1.4 

*2.0 

*3.3 


Change vs. YIr. Ago , 

♦1.0 

T*. 1 # 

♦.6 

♦1.3 

*.8 

Aging Effect 

9.8 

♦.2 

♦1.0 

tl.O 

1 9.9 ! ■■ 

Other Effects 

♦.2 

-.3 


♦.3 

'' -**:. 

30* SMOKE* SHARE 

3.8 

5.8 

5.0 

(.3 


Change vs. Yr. Ago 

♦.1 

♦«2 

-.2 

♦.2 

♦.2 

Aging Effect 

♦.2 

♦.2 

♦.2 

♦.2 

♦^2 

Other effects 

-.1 

MC 

-.4 

♦.5 

MC 

TOTAL 18* SMOKER SHARE 

15.8 

18.8 

*2.0 

18.9 


Change vs. Yr. Ago 

♦.8 

♦1.0 

■ ♦.« 

♦*.9 

♦.9 

Aging Effect 

♦.2 

♦.9 

♦.8 

♦ 1.5 

♦.9 

Other Effects 

-.1 

♦.* 

-.4 

♦.4 

MC 


8Z.9S OEZ.OS 

e Over the ta«t 3 •/? irtart, Marlboro hat gained an avtrag* of .9 share 
points par year ol total smokers. 

• Marlboro's long-term growth Is antlraly attrlbwtabta to Its largo, 
steady gains among younger adults. Gains In older smoker groups 

snnosr •*» t»!y ISo r M^ef I f y«! 

988 L TZZ.IS 
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ON SHAPE OF SMOKERS 



.fc ll ,Mari$pro uera to merely hold Its 1983 share ol youngnr 
\ adults awl continue to be of I acted only by aging. It’d sm>ker_ 
share five years from nou would be nearly 221, a gain of 5 fwti 
points over the first half of 1983. 


1st Half PROJECTED 




1983 

1984 

1963 

1988 

Aging Effect 

18-24 


41.2 

41.2 

41.2 

41.2 

25-34 


24.9 

26.8 

28.1 

32.1 

35-49 


13.3 

*4.3 

15.4 

16.5 

30* 


6.3 

6.5 

6.8 

7.7 

Total 


18.9 

19.* 

19.8 

21.9 

Other Effects 

CCum.3 


MC 

HC 

'•v;'nc 

OVERALL 


18.9 

*9.1 

19.8 

21.9 


e If Marlboro wore to contfnue to gain among younger adults at 
the rate seen since I960, It coeld achieve a 551 share among 
younger adults and a 2*1 share of all smokers by 1988. 

1st Half : PROJECTED 



1983 

1984 

1985 

1988 

Antnq Effect 

18-24 

41.2 

. 43.9 

46.6 

54.7 

25-34 

24.9 

26.6 

28.2 

33.8 

35-49 

13.3 

14.3 

13.4 

18.5 

50* 

6.3 

6.5 

6.8 

7.7 

Total 

18.9 

*9.5 

20.6 

7«.2 

8 

Other Effects (Cum.) 


- 



WTRAtl 

IA.9 

19.5 

20.6 

74.2 







pm i/p 








eeeects or aging on share or smokers 


NEWPORT MENTHOL 


HISTORICAL 


1960-83 




I960 

1961 

1962 

1st Half 

1983 

Annual 

Avq. Cho. 

18-24 

SMOKER SHARE 

6.1 

2.0 

2.6 

6.3 



Change vs. Yr. Ago 

♦.9 

♦.9 

♦.6 

♦.9 

♦.8 

25-34 

SMOKER SHARE 

1.8 

2.3 

2.2 

3.3 



Change vs. Yr. Ago 

♦.1 

♦.2 

♦.2 

♦.6 

♦.4 


Aging Effect 

♦.4 

♦.5 

♦.5 

♦.5 

♦.5 


Other Effects 

-.3 

♦.2 

-.3 

♦.1 

-.1 

35-49 

SMOKEif SHARE 

.2 

.8 

.6 

1.0 



Change vs. Yr. Ago 

r.t 

♦.I 

NC 

♦.2 

♦*1 


Aging Effect 

♦.* 

♦.1 

♦.2 

♦.2 

♦.2 


Other Effects 

-.2 

NC 

-.2 

NC ' 

-.1 

50* 

SMOKER SNARE 

.4 

.4 

.4 

.2 



Change vs. Yr. Ago 

NC 

NC 

NC 

-.2 

NC 


Aging Effect 

NC 

NC 

NC 

NC 

NC 


Other Effects 

NC 

NC 

NC 

-.2 

NC 

TOTAL 

16* SMOKER share 

1.9 

2.2 

2.3 

2.6 



Change vs. Yr. Ago 

♦.2 

O 

♦.1 

♦.3 

*.2 


Aging Effect 

♦.3 

♦.3 

♦.2 

♦*2 

♦.2 


Other Effects 


NC 

%* 

♦.1 

NC 


6Z.9S OEZ.OS 

• 0war the iMt four yMM, Newport has gained an average of .2 share 
points per year of total smokers. 

a Newport's long-term growth Is entirely attributable to Its targe, 
steady gains among yoenger adults. Cains In older smoker growps 
appear to be solely the result of aging. 


PROJECTED 


e If N ewport were to hold Its'1963 Share of younger adults and 
continue to be affected only by aging. Its total smoker share 
3 years from now would be 3,4J, a gain of .6 points over 1963. 



1st Half 
1983 

1984 

PROJECTEO 

1985 

1986 

Aging Ef fect 

16-24 

8.5 

8.5 

8.5 

6.5 

: 25-34 

3.3 

3.9 

4.4 

5.2 

33-49 

1.0 

1.2 

1.4 

2.1 

50* 

.2 

.2 

>2, 

.3 

Total 

2.6 

2.2 

2.8 ' 

3.4 

Other Effects <Cem.) 


NC 

NC 

\ : ,NC 

OVERALL 

2.6 

2.2 

2.8 

3.4 


e If Newport were; to continue to gain among younger adults at the 

rate seen since I960, 

• 

I 

* 

smoker share could reach 4,l| 

by 1988. 

• ■ 





1st Half 


PROJECTEO 



1963 

1964 

1985 

1988 

Aging Effect 





18-24 

6.5 

9.3 

10.1 

12.5 

25-34 

3.3 

3.9 

4.5 

6.2 

35-49 

1.0 

1.2 

1.4 

2.2 

30* 

.2 

.2 

.2 

.3 

Total 

2.6 

2.8 

3.1 

4.1 

8ther Effects (Cum.) 


NC 

NC 

NC 

OVERALL 

2.6 

2.8 

3.1 

«.« 
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ATiENOIX t 


SOURCE OF BRAND PERCEPTIONS 


• Younger adult cookers are core likely then older cockers to base brand 
perceptions on other people they see using the brand. 

BASIS FOR USUAL BRAND PERCEPTIONS 



X of 

Total 

Sookers 

(2627) 

X of 

Sookers 

18-24 

(443) 

* * 

Index.of 
18-24 Vs. 
Total 

Product 

87.52 

88.2X 

101 

Advertising 

45.3 

43.9 

97 

Package 

28.7 

28.7 

100 

Naoe 

35.0 — 

—> 41.1 

117 

Other-vUsers 

38.9 — 

—> 49.4 

127 


• Younger adult cookers are especially likely to basis'their ioagery of 
Marlboro and Newport on other users. . 

BASIS FOR USUAL BRAND PERCEPTIONS 
KEY BRANl> AVC. 07 MARL. VS. 

IMPORTANCE IMPORTANCE AVC. INDEX 


MARLBORO (Base 

Product 

- 252) 

83.82 

> 

88.22 

© 

Advertising 


48.8 


43,9 

111 

Package 


20.9 

—-> 

28.7 

© 

Naoe 


43.2 


41.1 

105 

Other Users 


58,4 

<—— 

49.4 

0 

NEWPORT (Base • 

Product 

79) 

69.32 

v 

88.22 


Advertising 


35.0 

——> 

43,9 

MO) 

Package 


20.0 


28.7 


Naoe 


23.7 

-> 

41.1 

© 

Other Users 


60.5 

, .<—— 

49.4 



-> • Significantly higher at SOX confidence level. 


Source: 1983 SDS 
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a v hl: h 


DISTRIBUTION OF MARLBORO SWITCHING LOSSES 

A brand's or company's effectiveness at drawing younger adult smokers from 
Marlboro can be measured by: 


1. The site (points) of Marlboro’s syitcbing loss to that brand/company. 

2. The percentage importance of that brand/company to Marlboro’s losses* 

3. The brand/company percentage of Marlboro losses versus Its "fair 
share", based on its development among smokers 18*24, 

BY COMPANY 

During 1980-83 (1st half), Marlboro averaged a *36 point net switching loss 
every six months among younger adult smokers. Other Philip Morris brands were 
the beneficiaries of nearly half of Marlboro's net losses, allowing PM to keep 
twice its fair share of these younger adult smokers, 

MARLBORO SWITCHING AMONG SMOKERS 18-24 
Avg. per 6 Mo* 1980-83 (1st half) 


Marlboro 

.. ■**•■** 

Net Points 

X Importance 

Fair Shai 

Switching 

vs: 

of 18-24 

To Marlboro Losses 

Marlboro 

ATC 

- 

- .05 

1IX 

2X 

B&U 


+ .10 

— 

18 

Liggett 


- .01 

.2 

1 

Lorillard 


- .17 

38 

15 

Philip Morriar 

- .22 

49 <- 

— 27 

RJR 


.00 

— 

37 

TOTAL 


- .36 

100X 

100X 

Sources: 

vrb; mdd 

Tracker 



BY BRAND 

.... 

... 




Virginia Slims and Merit were almost entirely responsible for retaining such a 
large proportion of younger adult Marlboro switchers within PH's corporate 
fold. Among RJR brands, VANTAGE was most effective at gaining 18-24 switchers 
from Marlboro. 

MARLBORO SWITCHING AMONG SMOKERS 18-24 
Avg. per 6 Mo. 1980-83 (1st half) 


Marlboro 

Net 

Poin 

Switching vs: 

of 18-24 

Virginia Slims 

- 

.14 

Merit 

- 

.07 

Other PM 


.01 

CAMEL 

- 

.04 

WINSTON 

e» 

.05 

VANTAGE 

- 

.09 

Other RJR 


.18 

All Other Brands 

- 

.14 

TOTAL 

- 

.36 


X Importance 
To Marlboro Losses 


m 

U1 


1 

5 


46 

100X 


Fair Share Of 
Marlboro Losses 

9X 

8 

10 

5 

11 

4 

17 

46 

100X 
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APPENDIX I 


BLACK/WHITE YOUNGER ADULT DEVELOPMENT OF KET BRANDS. 1940-83 






SHARE AMONG. 1 tf-TkAR-OLDS 






1940-44 

I930- 

1955-39 

1960-64 

1963-69 

1970-74 

1975-79 

1978-83 

PALL HALL 

Black 

— 

16 

38 

13 

— 

— 

— 

— 


WMte 

10 

28 

30 

20 

5 

2 




Total 

10 

26 

30 

19 

5 

2 



WINSTON 

Black 

— 

— 

6 

30 

40 

9 

5 

— 


White 

— 

— 

11 

24 

35 

14 

13 

5 


Total 

— 

'- 1 

11 

25 

35 

14 

12 

5 

MARLBORO 

Black 

— 


— 

6 

8 

3 

44 

56 


White 


•— 

3 

12 

21 

48 


Total 

— 

— 

3 - 

12 

20 

44 

41 

50 

SALEH 

Black 

_ 


9 

8 

8 

15 

27 

15 

White 



3 

3 

4 

8 

10 

8 


Total 

— 

. ■ —■> 

3 

4 

4 \ 

9 

11 

9 

KOOL 

Black 

5 

_ 

19 

12 

17 

56 

44 

34 


White 

1 

2 

1 

2 

4 

11 

11 

5 


Total 

1 

1 

3 

3 

6 

14 

15 

8 

NEWPORT 

Black 


— 

— 

— 

1 

5 : 

15 

33 


White 

— 

— " 

1 

2 

3 


6 

9 

Source: 

Total — 

1983 Segment Description 

Study 

1 

1 

3 

1 

7 

11 
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ETHNIC SPENDING 
(t IN t.OOO'SI 


34104 • t .. i. • 'Hoot . • Nov port 



1 

* Tot 

Ornd 3 

t 

Seam S 

% 

•nd S 

s 

7.Tot 
Brnd t 

f . 

Seam t 

t 

Ind 3 

• 1 . • 

4 

i 

t Tot 

Brnd 1 

t 

Seam t 

* 

Ind S 

SEGMENT 

1 

INOUSt! 

1 

1970 

32.3 

0.1 

2.4 

0.9 

779.8 

3.6 

38.8 

22.8 

514.6 

16.1 

38.8 

15.1 

1.326.7 

3,4lh. 

1971 

723.0 

3.3 

55.7 

22.7 

576.0 

2.7 

44.3 

18.0 

0 

0 

0 

0 

1.301.0 

3,198. 

1972 

938.1 

4.9 

74.2 

25.9 

325.5 

1.7 

25.8 

9.0 

0 

0 

0 

0 

1.263.6 

3,67'. 

1973 

1.109.0 

5.3 

33.0 

24.3 

908.0 

, ■ , 5.5 , 

45.0 

19.9 

0 

0 

0 

0 

2,017.0 

4,564. 

7974 

1.355.0 

' ■■ 2.3 

49.3 

23.1 

1.484.0 

7.2 

47.3 

22.0 

100.0 

1.6 

3.2 

1.5 

3.139.0 

6,744. 

1973 

1,778.0 

8.3 

40.3 

19.0 

2.427.1 

W.8 

If > * ' • • . 

35.0 

26^0 

207.4 

3.0 

4.7 

2.2 

4,410.5 

9,349. 

1976 ' 

1,530.0 

5.9 

> 30.1" 

20.2 

2.200.0 

8.9 

56.3 

29.1 

180.0 

2.8 

4.6 

2.4 

3.910.0 

7,56V 

1977 

1.403.0 

: 5.8 

46.1 

16.9 

1,335.0 

4.1 

43.8 

16.1 

310.0 

2.9 

10.2 

3.7 

3,050.0 

8,3*0. 

1978 

1.070 .0 

5.7 

31.1 

20.4 

1.210.0 

4.1 

37.0 

14.8 

390.0 

4.1 

11.9 

4.8 

3.270.0 

8. *80. 

1979 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA - 

t, 

I960 

2,309.4 

3.7 

39.0 

25.3 

2.629.5 

9.1 

39.6 

25.7 

1,422*0 

11.6 

21.4 

13.9 

6.640.9 

10,228. 

1981 

2.199.9, 

4.2 

46.7 

21.8 

1.300.9 

8.3 

27.6 

12.9 

1.210.7 

5.3 

25.7 

12.0 

4.711.3 

10,141. 

1982 

4.491.3 

8.0 

39.7 

17.6 

4,176.1 

6.0 

36.9 

16.8 

2.657.3 

M.9 

23.5 

10.4 

11,324.7 

25,498. 

1983 

4.804.1 

9.2 

39.9 

13.7 

4.145.9 

9.4 

34.4 

11.8 

3.095.6 

15.9 

25.7 

8.8 

12.045.6 

35,004. 


(Oct. YTD) 

989S OEZ.OS 

NOTE; Newport spending «u essentially confined to North Atlantic/North Central Area entll approximately 1981. 
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«LU *330) 


-.11 *622 

6*666*66 

1*6 

1*92 

6*96 

2*648*1» 

1*4 

2*96 

0*96 

6*266*64 

6*4 

4*46 

9*46 

2*866*94 

6964 

*61*162 

6*919*96 

6*8 

6*22 

6*19 

9*006*01 

6*9 

6*26 

6*62 

6*649*02 

4*4 

2*66 

4*22 

9*660*44 

2964 

J6»*902 

6*604*66 

•*6 

0*96 

4*26 

6*161*21 

6*4 

4*9 

6*94 

9*666*2 

6*9 

2*66 

9*66 

2*629*94 

4964 

.22*994 

l*668*£C 

»*C 

1*41 : 

6*98 

6*664*6 

6*4 

2*46 

6*26 

0*966*24 

4*6 

4*66 

0*22 

9*962*64 

0964 


VM 

VN 

VN 

VN 

VN 

VN 

VN |. 

VN 

VN 

VN 

VN 

VN 

VN 

6464 

•46*084 

0*666*62 

rc 

9*61 

1*26 

0*086*8 

‘ 4*6 

9*86 

9*96 

0*699*61 

f» 

6*62 

4*42 

0*066*9 

9464 


o*«» f a 

1*8 

6*12 

1*48 

0*060*6 

^ : 1*4 . = 

0*46 

9*92 

0*669*9 

0*9 

6*16 

4*66 

0*084*6 

4464 

Wl*00» 

0*094*61 

6*2 

6*4 

2*68 

0*016*2 

6*9 * 

9*66 

2*96 

0*096*9 

6*04 

4*26 

6*66 

0*046*04 

9464 

•08*92 

►*400*02 

6*6 

6*21 

4*96 

6*668*2 

4*H 

2*»6 : 

9*66 

0*666*9 

l*H 

9*26 

9*66 

0*666*9 

6464 

.10*44. 

0*666*61 

6*8 

8*41 

6*66 

0*848*6 

6*21 

6*66 

9*26 

0*264*9 

6*04 

4*96 

4*96 

0*404*4 

8464 

;*6*»9 

0*069*91 

6*2 

2*11 

6*48 

0*649*1 

9*41 

2*66 

6*66 

0*186*4 

2*44 

9*68 

9*66 

0*942*4 

6464 

»6*C9 

1*164*61 

4*2 

0*11 

2*68 

4*664*1 

6*24 

6*06 

4*08 

6*946*4 

9*6 

4*96 

6*46 

0*404*9 

•2464 

'*8*29 

0*949*61 

9*1 

6*2 

9*89 

9*010*1 

6*14 

2*16 

9*66 

2*444*4 

4*6 

6*46 

6*68 

0*864*6 

•4464 

* vl # 0 

6*862*4 

6*2 

6*91 

8*4 

8*962 

9*66 

2*12 

6*1 

0*642 

9*6 

9*09 

6*6 

0*694 

•0464 


• ( 

I P“l 

( wb»s 
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t ' 
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1 ' 

$ PM 

t n»s 

i p"Je 

4 
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APPENDIX K 


NEWPORT VS. KOOL PRODUCT 


Competitive product test results showed Newport King and Kool King to be at 
parity on overall 7+ ratings among full flavor menthol smokers ages 18-24 in 
1982. However, Newport was significantly more mtld/smooth and less 
6trong/harsh than Kool. 




KOOL 



NEWPORT 

(Base Site) 


r UV21 



"Tier 

Overall *70+ Rating 


51.6 



56.4 

Attributes 






Hore satisfying 


4.16 



4.33 

Stronger 

- . : 

4.11 

; <- 

— 

3.79* 

More harsh- 

; ' v ‘.V. 

3,66* 

<- 

— 

3.07* 

Smoother 


3.91* 

— 

-> 

4.40* 

Milder' ; 


3.88 

—— 

-> 

4.17 

More tobacco taste 


3.96 



3.71* 

More tobacco than menthol 


3.96* 



3.95* 

More menthol 


4.16* 

<— 

— 

3.86* 

Cooler 


3.84* 



3.83* 

Less good aftertaste 


4.03 

<— 

— 

3.67 

Artificial tasting 


3.94 



3.77 

Bitter tasting 


3.58 

<- 

— 

2.95 

Easier draw 


4.80 



4.87 

Burns faster 


4.04* 

<— 

—. 

3.81* 


Interpretation Note : 

The arrow Indicates a significant difference ^between the two products with the 
arrow pointing towards the product which is nore in agreement with the 
attribute on the left. An asterisk Indicates a significant difference versus 
the ideal. 


Source: HDD 62-21223, 82-21230 


<n 

8 

RJM 062956 


http://legacy.library.ucsf.eflM>tiol^grcl|OtpaQ€VpcWv.industrydocujnents.ucsf.edu/docs/ytql0001 


51721 7894 






APPENDIX L 

. PHILIP MORRIS SPECIAL MARKET PROGRAMS 
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ClAIHTf) RCAOCRSHIP AHPNG 16-74 YEAR 010 SMOKERS 


TOTAL 

j 

HALE 1 

FEHALE 

WHITE 

REACH EFFICIENCY • 

REACH EFFICIENCY • 

REACH EFFICIENCY • 

REACH EFFICIENCY • 


MAGAZINES 

IS) 

VS. TOT. 18* 

IS) 

vs. male 


VS. FEM. 18* 

IS) 

VS. WHITE 18* 

NmuIkmI Weekly 1 73 

•04 1 | 

64 

■HLHTJij 


wmLumMm 

1 13 

106 | 

Mm's Conorst | 

44 

-■ .»n 1 

66 

137 1 

1 . ■ » 

146 

1—43 _ 

142 | 

News Weeklies 

40 

83 

41 

78 

38 

90 

39 

82 

Selective Female | 

1 59 

132 | 

11 

76 

L«_ 

143 | 

Ljz_ 

_HlJ 

Reader Sports 

38 

». 1 

1 * 

120 

1 " 

133 

36 

124 

Vonon's Csnsrot 

38 

78 

8 

39 

1 65 

89 | 

37 

80 

Hunt/FIsh/Outdoors 

34 

111 

47 

107 

20 

136 

35 

114 

Automotive ] 

1 » 

160 | 

| 54 

166 

1 

168 

1_J1_ 

1*9 I 

Shelter . 

32 

72 

16 

50 

47 

82 

28 

67 

General 

29 

89 

27 

79 

31 

too 

25 

84 

Fashion 

24 

149 

6 

109 


ISO | 

2 » 

151 

Mechanical 

2i 

92 

33 

92 

9 

114 

20- 

86 

Black 

19 

123 

IS 

103 

24 

139 

3 

143 

Literary 

16 

III 

19 

107 

13 

122 

15 

120 

Hoe To 

IS 

62 

8 

47 

22 

69 

16 

61 

Participant Sports 

IS 

92 

16 

72 

13 

144 

14 

65 

Beslness/Ftnence 

IS 

73 

17 

67 

12 

86 

12 

61 

Epicurean 

9 

64 

4 

40 

•3 

75 

8 

59 


• Index of readership among 18-24 groep vs. Indicated smoker total. 

1 | • Top 4 magazine categories based on Reach X Efficiency. 

Source: 1983 Segme n t Description Study t 
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32 102 
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19 109 
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85 
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78 

17 

112 

23 

97 
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API'KNDIX N 


YOUHilSR ADULT TARGET DEFINITION AIDS 


The charts In this Appendix summarize demographic differences within the 
younger adult smoker population which maybe relevant to brand target 
definition. 

For selected brands, the tables provider 

• Brand share/development by sex, education, race, and sex within race 
from MOD Tracker (Year 1983). Share end development by Income level 
and for education within race/sex have been approximated by applying 
the relative development found in the 1983 SDS to the overall develop** 
ment shown on Tracker, 

a Opportunity/Vulnerability Indices by demos, from the 1983 SOS, 

- The Vulnerability Indices reflect the proportion of the brand's 
franchise (in that demo) which are not Core smokers of the brand and 
would therefore be relatively open to competitive appeals. 

- The Opportunity Indices reflect the extent to which the brand might 
further capitalize on positive smoker attitudes (within the demo) by 
drawing more of its fringe into its franchise. 

Both indlees are relative to the Oppommlty/Vulnerablllty of the 
average-brand in the total market. 
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APPENDIX N 


NEWPORT 

USUAL BR AND SHPKERS 

Share In LTveldpsant OPPORTUNITY VULNERABILITY 



Demo. 

■■■ Index 

INDEX 

INDEX 

Total Smokers 18+ 

2.8% 


93 

116 

TOTAL SMOKERS 18-24 

8.9 

100 

7*. 

89 

Black 

36.4 

409 

57 

109 

Vhite/Other 

5.3 

60 

88 

78 

Male 

7.6 

85 

80 

103 

Female 

10.2 

115 

69 

78 

Beyond H«S.‘ 

8.4 

94 

50 

80 

K.S. or Less 

9.2 

103 

89 

96 

Under SI5M 

10.5 

: 118 

86 

85 

Over $15H 

7.8 

88 

59 

101 

Black 18-24 : 





Kale 

35.8 

402 

59 

131 

Female 

36.9 

415 

55 

88 

Beyond H.S. 

48.6 

546 

45 

80 

H.S. or Less 

30.6 

344 

67 

134 

Under $1SM 

33.9 

381 

80 

98 

Over S15H. 

44.2 

497 

18 

122 

White 18-24 





Kale 

4.0 

48 

102 

88 

Female 

6.4 

72 

77 

71 


fO 


* Small base size. Jo 

KO 

oo 
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APPENDIX N 



SALEM 

USUAL BRAND SMOKERS 
Share In Development 
Demo. -Index 

OPPORTUNITY 

INDEX 

VULNERABILITY 

INDEX 

Total Smokers 184- 

9.41 

— 

77 

« * 

103 

TOTAL SMOKERS 18-24 

8.1 

100 

84 

126 

Black 

13.6 

168 

123 

83 

White/Other 

7.4 

91 

67 

140 

Male 

5.8 

72 

110 

125 

Female 

10.4 

128 

64 

126 

Beyond H.S. 

8.2 

101 

101 

157 

. K.S. or Ltss 

7.9 

98 

76 

115 

Under $1SM 

7,4 

92 

89 

125 

Over $15M 

8.4 

104 

84 

120 

Black 18-24 





Male 

10.6 

131 , 

139 

63 

Female 

16.0 

198 

109 

95 

Beyond H.S. 

13.4 

165 

125 

95 

H.S. or Less 

11.4 

141 

95 

133 

Under S15M 

7.3 

* 90 

76 

82 

Over S15M 

21.4 

264 

162 

81 

White 18-24 





Male 

5.3 

65 

98 

142 

Female 

9.6 

119 

42 

138 

Beyond H.S. 

6.2 

77 

91 

175 

H.S. or Less 

8.3 

102 

52 

123 

Under S15M 

7.5 

92 

47 

139 

Over S15M 

7.1 

87 

86 

132 


* Small base size. 


RJM 062961 
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APFSNOIX n 


KOOL 

USUAL BRAND SMOKERS 

Share In Developoent OPPORTUNITY VULNERABILITY 



Deoo. 

Index 

INDEX 

INDEX 

Total Sookers 18+ 

6.6% 

- 

8 ?. 

88 

TOTAL SMOKERS 18-24 

6.7 

100 

83 

94 

Black 

21.8 

323 

63 

99 

White/Other 

4.7 

70 

95 

87 

Male 

6.7 

100 

63 

124 

Feoale . *** 

6.7 

100 

99 

63 

i 

Beyond H.S. 

4.0 

60 

95 

88 

K.S. or Ltti- 

7.8 

116 

77 

97 

Under S15M 

8.3 

124 

83 

110 

Over $15M 

4.4 

66 

82 

77 

Black 18-2« 





Kale 

24.1 

360 

58 

110 

Feoale 

19.9 

297 

69 

84 

t *•$! 

Beyond H.S, * 

17.3 

259 

59 

126 

H.S. or Less 

25.1 

375 .... 

85 

68 

Under SISM* 

28.8 

429 

50 

124 

Over S15M 

12.1 

181 

100 

22 

White 18-24 



- 


Male • 

4.7 

70 

66 

133 

Feoale 

4.8 

72 

115 

38 


* Snail base site. 


IS 


RJM 062962 
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APPENDIX N 


MARLBORO 


USUAL BRAND SMOKERS 

Share In Development OPPORTUNITY VULNERABILITY 



Demo., 

Index 

INDEX 

INDEX 

Total Smokers 184- 

18.9% 

.mm 

77. 

97 

TOTAL SMOKERS 18-24 

41.2 

100 

42 

112 

Black 

6.1 

15 

163 

95 

White/Other 

45.8 

111 

43 

113 

Kale 

49.0 

119 

44 

121 

Female 

33.5 

81 

39 

100 

Beyond H*S. 

33.9 

82 ' 

42 

127 

H.S. or Less 

44.2 

107 

40 

103 

Under S15H 

41.6 

101 

44 

.130 

Over $1SM 

41.2 

100 

40 

96 

Kales 18-24 . 





Black 

11.3 

27 

219 

169 

Vhite/Other 

53.5 

130 

45 

126 

Beyond H.S. 

48.3 

117 

43 

149 

H.S. or Less 

50.3 

122 

41 

106 

Under S15M 

53.1 

129 

41 

133 

Over SISK 

45.5 

no 

49 

105 

Females 18-24 





Black 

1.8 

4 

1134 

95* 

White/Other 

38.0 

92 

39 

96 

Beyond H.S. 

32.5 

79 , 

41 

99 

H.S. or Less 

33.7 

82 

38 

98 

Under S15M 

30,7 

75 . 

48 

125. 

Over S15M 

36.6 

89 

28 

85 


* Small base site. 
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APPENDIX N 


WINSTON 


USUAL BRAND SMOKERS 
Share In Deveiopoent 
Demo. • Index 


OPPORTUNITY VULNERABILITY 


Total Smokers 18+ 11.4X 

TOTAL SHOKERS 18+24 5.6 

Black 1.5 

White/Other 6.2 

Hale 7.4 

Female 3.9 

Beyond H.S. 4.8 

H.S. or Lees' 6,0 

Under $15M 4.5 

Over $15M 7.0 


«»«■ 

98 

• 

108 

100 

156 

110 

27 

145* 

189* 

111 

153 

109 

132 

157 

105 

70 

151 

115 

86 

174 

142 

107 

141 

96 

80 

171 

128 

126 

137 

103 




in 
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* Small base site. 
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Total Smokers 18+ 
TOTAL SMOKERS 18-24 
Black 

White/Other 

Kale 

Female 

Beyond H.Si 
_H.S. or Lest 

Under SISK 
Over S15M 


* Small base site# 
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CAMEL 


USUAL BRAND SMOKERS - 


Share In 
Demo. 

Development 

Index 

OPPORTUNITY 

INDEX 

VULNERABILITY 

INDEX 

4.5X 


101 
• • 

99 

3.8 

100 

. 123 

138 

.8 

21 

* 

* 

4.2 

111 

123 

138 

6.2 

163 

121 

162 

1.4 

37 

134 

0 

4.8 

126 

65 

145 

3.4 

89 

161 

126 

5.1* 

133* 

109* 

109* 

2.0* 

' 75* 

140* 

189* 
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APPENDIX N 


• • * 

MERIT 

USUAL BRAND SMOKERS 
Share In Development 
Demo. -U' Index 

A: ... .... 

OPPORTUNITY 

INDEX 

VULNERABILITY 

INDEX 

Total Smokers 18+ 

4.9X 

— ' 

94. 

101 

TOTAL SMOKERS 18-24 

4.8 

100 

129 

93 

Black 

.5 

10 

* 

, * 

White/Other 

5.4 

113 

128 

92 

Male 

5.0 

104 

141 

91 

Female i ' 

4.6 

96 

113 

95 

Beyond H.S. 

7.6 

158 

140 

88 

H.S. or Less 

3.6 

75 

128 

91 

Under $15M 

4.1* 

84* 

142* 

108* 

Over $1SM 

4.9* 

102* 

127* 

91* 


* Small base site. 
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HJM 062966 
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APPENDIX N 


VANTAGE 


USUAL BRAND SHOKERS 
Share In Development 
Deao. Index 


OPPORTUNITY 

INDEX 


VULNERABILITY 

INDEX 


Total Sookere 18+ 3.91 

TOTAL SMOKERS 18-24 2.4 

Black .5* 

White/Other 2.7 

Hale 2,7 

Female 2.2 

Beyond H.S. 3,3 

H.S. or Less 2.1 

Under S15H .9* 

Over $15H 4,1* 


' ■4mm ; 

110 * 

101 

100 

147 

129 

21* 

* 

* 

113 

148 

128 

113 

150 

189 

92 

143 

47 

138 

167 

95 

88 

132 

141 

38* 

136* 

24* 

171* 

111* 

160* 




* Small base site. 


RJM 062*967 
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USUAL BRAND SMOKERS 

Share In Development OPPORTUNITY VULNERABILITY 



Detno. 

Index 

INDEX 

INDEX 

Total Smokers 18+ 

3.OX 


116 

• # 

82 

TOTAL SMOKERS 18-24 

5*4 

100 

117 

94 

Black 

3.5 

65 

153 

108 

VThite/Other 

5.7 

106 

115 

88 

Male >- 

.1 

' 2 

* 

* 

Female 

10.7 

198 . 

117 

94 

Beyond H.S. 

7.3 

135 

103 

93 

H.S. or Less 

4.6 

: 85 

128 

94 

Under S15M 

4.8 

88 

111 

77 

Over 515M 

5.8 

108 

119 

109 

Female 18-24 





Black 

6.0 

111 

153 

108 

White/Other 

11.4 . 

211 

1J5 

68 

Beyond H»S. 

13.7 

254 

103 

93 

H.S. or Less 

8.8 

163 

128 

94 

Under S15M 

9.3 

173 

111 

77 

Over $15M 

12.3 

227 

119 

109 


.* Small base slse« 
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*• •*• 1 ^*** 

1* Each yeah 1.0mm new adult smokers enter the cigarette market — 2*0 snare points* 

* .* 

2* YAS ARE THE ONLY SOURCE OF REPLACEMENT SMOKERS* 

- Less than ore-third of smokers start after age 18. 

- Only 5X of smokers start after age 24* 

.• • • 

5- First Usual Brand Younger Adult Smokers (FUBYAS) drive the growth of Barlboro-^nd 
IEmport* 


8* The value of F1BYAS compounds over time one to extreme sramd loyalty and rate per day 

: ■ INCREASES. 

- OF ALL SMOKERS UNO CHOSE HARLRORO AS A FOB IN TIE MID 19JD*S # %1X STILL SMOKE 
THE SRAMD* 

- Rate pen day increases 30X setweer ages 18 and 35. 


S* 8JR IS SUBSTANTIALLY UNDERDEVELOPED AND DECLINING IN SHARE OF 18*20 YEAR OLD SMOKERS* 


RJR 

P. Horris 
Difference 


1st Half 

1983 1989 1989 1986 1987 

16*8 16*9 19.5 19*0 12*9 

65.1 65.9 67.6 67.9 67.8 

98*3 99*0 53.0 53*9 55.9 - 


LOOT DTZ09 J SoORCEl TRACKER 


806 L TZLIS 


n t lh i.n nr \ i •« 


ttD://leaacv.library.ucsf.edu/tid/xroD7aOOS3df, 
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• To NOVI IRON fROtl.CN IDENTIFICATION TO MHAT W CAN DO ABOUT IT. 




• To fNOVlOe'tmiONTt INTO ACTIONS WHICH CAN INPROYI RJR PERFORMANCE ANOM FIBTAS. 


»~ 


, * 


• I- 


• f 


i 

*1 


\ 


©XB 1 OUOS 


- 5 - 






1 _ r 

u i ud un cn u_i CD t 






mc.31 

its i irsf prii 


mnn- 




http://legacyJibrary.ucsf.efl^i^ar(l|0tpaCKZVp<BWv.industrydocuments.ucsf.edu/docs/ytgl0001 


51721 7912 



t 


ei6Z. IZLIS 


SUCCESSFUL HARKETIU6 


TO 


YOUNGER ADULT SINKERS 


1. Successful YA Harketinc Examples From Other Categories 


2* IDEAS FOR P0S!T!0NtR6 SUCCESS 


o Principles from History 

“ niEINO IN TONE* (DIFFERENTIATION) 
- Us IN# GROWTH SECTORS 


o Knowing the Tar6et 

** Harket Trerrs 

- fllMOSETS 


3« Execotioral Ideas “ IUkiro It Look Right to YAS Eyes 

* ^Lifestyle 6roops* YAS's Know 
- Coes and Synmls 


R. Key Conclusions 


240! StiOQ i 
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_i i_d »_n on uli C!si 
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JD.’.S TARGET .- ..YA ‘ 


• ALTHOUGH ITS ORIGINAL IDEA IN 1954 WAS TO CAPITALIZE ON MIDDLE-AGED HEN*S NOSTALGIA FOR . • 
'NON*! APPLE PIE*, JD NOW PURPOSELY TARGETS YOUNGER ADULTS (AD AGE 8/4/80)* 


o Their success is shown in their ace profile which resembles Rarlsoro’s and suggests 
THAT THE brand's OVERALL GROWTH HAY BE A FUNCTION OF AGING AND BRAND LOYALTY# SIMILAR 

to Aarlboro or Newport. 1 ‘ ' • 

* ;v* . -V 

* • *:*. \ * •• •• . ^ •* 


. 4 


_ASL 


Brand Ised -Host Often* (SARD) 

BBI FDRi 


JsSh. 


\ .. • 18-24 
l 25-34 
35-44 
! 45-54 

. v 55-64 
65 Plus 


• •. 


i ; 


Source*! 1986 SHRB 


k • • 


StBt 


116 

158 

111 . 

127 . 

105 

• 104 .. * 

98 

• 81 • ^ 

94 

. 66 ■ • • * 

68 

.. 39 -’ -t* 
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.IB'S P0SITI01HB 


.1 


• JB IS TO BE SEER AS "THE HOST CAREFULLY HADE, HIGHEST OVALITY* SOFERPREHIHH BRAND OF 
AMERICAN STRA1SRT WHISKEY OR THE MARKET** (AA 8/A/80) ITS IHAOE SHOULD REFLECT *A 
SOFT-SFOKEIL RESTRAINED PERSONALITY THAT ATTRACTS SIMPLY RECARSE IT NEVER SEEMS TO TRY 

* too hard*'*' -’CM 7/26/84) 


I* .■ 
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r* 

.4 -> * 
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JE&IOHCEEL 
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*They made it richt in the rood old days* 

• 1 . * * . J 

Its ad campaign conveying this message appeared in 19S4*amd continues 


TODAY* 


« 

/f 


• • • Ifi-m’'.' 

• • if-- - .?•*?*•«: 8 • 
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• The ads 'seemed revolutionary at the time 
~ THE LONG CORY N1TH HO HEADLINE* BLACK 
AND WHITE PHOTO# FRACTIOWAL"PAOE SITE*** 

Our ads looked a bit ora among- the battle** 

AND'CLASS AND BEAUTIFUL PEOPLE ADS*' (/tf 

7mm) 

o Visuals and copy are 'down home*# under¬ 
stated# AND A BIT IRREVERENT# BUT GENERATE 
THE HIGHEST AWARENESS NUMBERS IN THE 

ENTIRE LIQUOR INDUSTRY* 

• ■? 

U <JB NASA MYSTIQUE# SOME OF WHICH IS 

ACCIDENTAL# SUCH AS CELEBRITY ASSOCIATION* 

. < I, . • 

o But JO helps .the hystmne* Its distillery 

IS ADVERTISED TO BE! 


** ReSTLEIL IN THE FOOTHILLS’OF THE * 
CUMBERLAND MOUNTAINS At LYNCHBURG# TR 1 

. • .V 

: ... 

- IR ADRYWUNTY (THEREFORE. "ILLICIT')* 


* Om the l*S*. Rati oral -Register of*^ 

. Historic Places*- *: . ? 

, • . , * T ! * .* ** . 
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• lUDVElSER LOST-MARKET LEADERSHIP TO KtLLER IA 1978, ALTHOIION THE HANONRITINO MAS ON THE 

MALL ST 197& ' . 

• . •* . •• . , 


BUOUEISER - HILLER 



• o It has in 1978 that Aocost Bosch decided to site the souet and do to more oh.tomnoer 

adults* ■. ■ * •• - 

.** *. * * * • 

0 EvtRT tear since them, A-B has increased its commitment* In field harketino alone, 

TNET NAVE CROHN FROM ONE HAN AND IlMI IN 1977, TO 18 STAFF AND ElONI IN 1989* 



0001 81400 | 



Despite this steadfast ard imcreasiho commitmert, it was 1981 
Bud causht Hiuer amors voohser adults. 


— 5 TO 9 YEARS —. DEFORE 


. REGULAR BRAND USAGE 
Ace 18-29 



• I 


, • But umer they did, the payoff was ric. * 


-• • j 

.i •• 

**l * | 


Bodweiser 

Its* Life 


B8< Ot/OS J 


1381 
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'i •*. - 5- •-.* I.iv 

- • • 


*•* ‘ 
•*r ;■ 




ZZ6L IZLIS 


On CD On Qn uj CD I 







Jlil'.TIi'lu 


1. They increased their overall ad spending. 


Ent younger adult ad anareness per se has not their problem vs. Hiller and therefore 


NOT THE SOLUTION TO THEIR PROBLEM- 


AO ANAREKSS 18-24 



* * • 


r..-: jJi./ " •. 

•: \ 

• t - o • 


-81^ 


;< KG.'BRAND NSAGE 18-24 
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2. They heavied w* field imaket'ins and fronotions. 

% i - '. - * • .* 


• Their label (a YA strensth) went or billows, T shirts, ever jeans. 


Attractive Pro. 


m BILLER fl-L. : MILER LITE 

•- . -V V 

■ # v - f. 7 { 

38Z 262 ’ .. V * 19T ' ;! *; 
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• CAMEOS EVENTS, BAR WfCHTS, SOFTBALL. TEAMS AND STREET SCENES “ SIVINS THEIR 

COORDINATOR ANTNORtTT TO IHFLEHENT AS.HE SAW FIT (w|TH1RC*IDCL1R£S)'T0 CAFITALIZE 


M A FIELD OFFORTONITT ALMOST aV£RNlCHT. 




• Tret went where the YA were, in shall as'well as bis ways. 
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3* They didn't reposition the brand, they re-executes it for the younoer adult market* 
They left' the copy and chanced the message* 
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• Bus produced special TV-spots for YA-targeteo shows, siartirg or Saturday Might 
Live with •Taste Bud* — an impromptu-looking ad with people dressed as taste duds 

^ l. • 

IN A ClAICT HONTN# TOSSING SACK FIZZA' INGREDIENTS WHICHWERE WASHED DOWN NY THROWING 


The Product in their faces* It looked like part of the program* 
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Today •For All You Bo* in the general market is treated as' a straight, even 
inspirational line* But for YA *All Yon Do* car mean anything* 
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On the bottom line, YA perceptions of Bud mil chance. 

In 1980, Hiller had all the key perceptions on its side. 
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. i « 

It 1985, BOD HAD MANAGED TO CHANGE THESE* 


*1. 

• * 
... « 


. • 


, 1* Perceptions of'product superiority swing from Hiller to Bud, based on full-ropi ed 
TASTE (NOTE THIS IS NOT OPPOSITE TO "LIGHT*). 

2* Perceptions of quality which mean "good value* regardless of price* 

5* A more youthful image, and the important renefit of peer pressure. 
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It paid opp with yourser adrlts aro it paid off id the total market* 


BUOWQSER - MILLER 
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, o These too examples of yoorcer adult harketirg success# Bod aro JD, shod soke sihilar 

THEMES in VERT DIFFERERT St TO AT IONS* BOTH RLTIMATELY LED T«S SUCCESS IN THEIR LORO TERN 
TOTAL MARKETS* 

o Next* he mill look at themes from the lors tern cicarette market* 
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• PRINCIPLES FROM HISTORY 
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In the Historical Analysis, he identified key tkehes in the succession of major first * 

VSSAL BRANDS OF THE FAST< In. ESSENCE, THESE THEHES HERE! 


1. Nemo. '* In Thhf* or *0bt of Tune* in terns of frodnct, fositionino, or execbtion. 

EkaHFLEI ftARLlORO'S SKSMILINS CONROY NAS BETTER ATTUNED TO THE RESELL I DOS, FLdVER- 
CNILD 1960*S THAN LtONTNEARTED “ALL AMERICAN* KINSTON — AND NAS A MILDER, SMOOTHER 
FRODBCT* 



— "CATCHtNO THE fttSlNO TREND* 



- Pall Hall leveraoed the denocrafkic shift to hore YA women smokers in the 19W*s 

- WINSTON WAS IN FLACE WITH A FOS1TIVE NESSACE TO CATCH THE RUSH TO FILTERS !H THE 
EARLY 1950'*. 


3- PR0VIDIN4 a HEAMIN6FUL BRAND DIFFERENCE* 
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• The NEXT SECTION HONES IN ON A NUMBER OF FACTORS MHICH DIFFERENTIATE THE FUBYAS‘MINDSET 
TODAY : ‘ .1 ! 


- FROM FAYAS OF YESTEROAY 




- FROM YA SNITCNERS 


- VITHtN THE FAYAS OROHF. 
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< 0 Om INTENT It TO ACC8RATELY NICNLtOHT THESE KEY DIFFERENCES “ ACTHOUCH, CLEARLY* NOT 

EVERY iwiYIOOAL FAYAS HILL Fit THE NOLO* THE BEST FlT UILL’ BE FOUR* AMONG 'LESS 

.■ - . f • 4 ,.■■■■ • 
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• He are huch more oper abort 
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• He MATE to HBCH FREEOOH 

- He dor*t need to rebel 

- Grom vp faster# mate more choices 

* - Liberal about sex 

‘ - Qor'T BET HARRIED, HAVE BABIES AS TOURS 

* IRTO 0RV6S ARO BRIRK TOO NVCN 


o BvT with FBEEBOB# cohes STRESS 

- Responsible for choices 

- Rare histakes earlier 


O OllR 6ERERAT10R IS SOIHO TO HUSTLE FOR THE .MATERIAL THIH6S“ EXPEHSIVE TOYS — ROT SAVE 
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0 BWORO OF THE OEHERATIOR - OOALS* He DOH*T RESPECT PEERS V/o GOALS BUT ALMOST ARY 
GOALS HILL BO* 


o He uor*t be like the 'Older Cereratioh*. 
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TnROUCNOUT THU NEXT SECTION* WE WILL BE TALK!NO ABOUTt 
14-20 YEAR OLD .SMOKERS ■ FOBYAS 
21-24 YEAR OLD SMOKERS - SWITCHERS 


Differences' between these two YAS croups in terns of basic neeosi 
o Its neanino and nature to FOBYAS 
o The difference FOBYAS VS. SHITCflERS 
'• Relevance to narketim 
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• Other sets or heeds hay also ie rertiheht. 
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SERVE AS READY"REFERENCE GOIDELIHESt 
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1. TOMYj NOT TOHORROtf 
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DIFFEREUTIATIHG MTH1M THE FUBYAS CROUP 
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• FUBYAS arc JUl o«e homogeneous stoop* 


• Thu is good hots# became therein lies differentiation and opportunity* 
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o Inc type of differentiation that FUBYAS themselves know are their social groups'. These 


FORM A SPECTRUM " A POTENTIALLY USEFUL MARKET I HO TOOL* 


- Spectrum reflects attituoinal* stances or itRDSCtS toward KALIM 6 UlTH tlFE/UITH 
SEEDS 


- From YERY CORSERVATIYE to OUTRAGEOUSLY EXTREHE 


- LIFESTYLE CUES ARD SYMBOLS are also distributed across the social croups spectrum 
i Activities 
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o Dress 

o Proouct/bramd selection 
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“ Groups on COMFQMING end op scale view KOKCOKFORnIMG croups kith distaste 


- Nonconformnc snoops tend to rwent CONHNBUNG croups. 

.. Phony ' 

0 THE *NAVE's* *~ BoR*T NAVE TO STRUCCLE FOR TRIMS 


I TEND TO ADHIRE THE HOST HOU~CONfORNtNO CROI»S* ' 

o Not UMAT croup BQES 
0 tor UHAT BEHAVIOR REPRESENTS! 

• - The 'cuts* to not conform 
- VeIM ON *TNC EdOE* IN PACT AS NELL AS HIND*- 
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1. Vert pci* smokers 18*20 my they are aware of cigarette advertising — how they are 
'positionEdV Brand perceptions are rone urely to cohe from users they see* 


2* Respondents tended to associate brands with their croup stereotypes as follow** 


• 1*Prep* Brands: V- Slims, BxR, VANTAGE. 

• 'Rocker* Brands: CAMEL, KINSTON, Rarlboro, and Kool* 


Obviously, Harlboro was 'accepted* in all droops* 


3. The host sensitive point in their eyes in terns of imagery is a sense of pretendino to 

BE HONE THAN YOU ARE' ** SOMEWHAT LIRE THE ROCEER’f ATTITUDE TOWARD PREPS* 

■ - ■ - ■ • * ■ ® 

V ■ « ; ■ • : " : u.. • • 

B* Attitudes about cisarette brands are not extreme in most cases ** usually they are 
neither loved nor hated* This seemed tr«E even for Harlboro* . . 
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5* CAttEL, KINSTON, and S/ULEH each have different strengths and weaknesses* 

• • , • » * 

• CAHEL — Tends to receive hore positive comments than our other brands although its 

NOH-FILTER HERITAGE IS STILL PROMINENT* lT*S STRONG VISUAL IDENTITY MAKES THE 
BRAND INTERESTING AND LENDS ITSELF TO SPECIAL PROMOTION* PEOPLE NOTICE CAHEL* 

While its non-filter heritage may suggest product negatives, it does form a solid 

LINK TO AUTHENTICITY AND QUALITY ~ ITS ORIGIN IN THE 'GOOD OLD DAYS* IS NOT A 

• • • ■ 

NEGATIVE* • 

• ‘ .! ■ 

* 1 . . ■ ■' . 

o NINSfON/SAUEH — Ignored more than mateo. These brands Carry the baggage of bEing 

in Kansas City for so long and the user image associated with this* The*brands 

ARE SIMPLY NOT VERY INTERESTING* v; THESE ARE SEEN AS CLEAR #2 BRANDS WITH PROOOCT 

: NEGATIVES* ! * 

. ■ 1 * ’*• • 

* 6* The only attitudes that sounded strong enough to block a brand here usually expressed 

• IN PRODUCT TERMS — *THEY ARE REALLY ROUGH BECAUSE THEY*RE ROT FILTERED*# OR *TMEY 
TASTE LIKE StALE flARLDOROS*# OR *THEY TASTE LIKE COTTON** THIS HAY MEAN OUR PRODUCT 
PERCEPTIONS NEED TO BE TURNED ARONNO — AS BUIMEtSER*« HERE* 


>202 «U 09 j - 59 - 

0 



lh _r m rn m » 


r:._ 


il i nml r=% Ut TaXim HSTTsT vm IT5H 5 flrilrS fkU Vm I IWsTiITiTpf 







The foumim quotes were taken from the *Expert Workshop*in Hem York — and 
EVERYONE tN THCROOH SMILED AND HOODED* 


• Ton hanacenent commitment 

*■ ■ .. • - ’ . . ■ 

"WlTHONT NAVtND SOLD AOCNST BUSCH ON TNE NATURE AND TNE RISKS OF YOWNCER ADULT 
HARKETINS* WE CONLD NEVER HAVE TURNED AROUND BtDVElSER* YON JWST CAN # T DO IT 
NITNONT THE SUPPORT OF TOP tlANAEENENT** 

• ' 1 ... ■; ' . .. :V 

O ItlDILE hanacehent comuthent 

* ■ : i'V- • : 

TNE PRODIEH WREN TOO HAVE A COOD IDEA FOR THE YOHNGER ADULT MARKET AND YOU NAVE 
TO 00 UP THE CHANNEL FOR APPROVAL IT SETS WATERED DOWN VERY QUICKLY* EVERYBODY 
WANTS TO TAKE RISKS AND BE THE ENTREPRENEUR. BUT WHEN THE BRAND HaNACER's JOB TsSfc 
OH THE LINE BECAUSE HE** COT TO SELL A CAMPAIGN TO AnCRST WHERE YOU*RE COINS TO 7 
THROW BEER AT PEOPLE ~ MIS PRODUCT* YOU'VE COT TO KNOW AttCNST BOSCH — YOU START 

* TO LOSE THAT RISKINC ABILITY INSIDE* TNE IDEAS SET WATERED DOWN AND THE COMPANY 

CZOZ fit^OQ } FAILS AT YOUNOER AOOLT HARKETINC.* * 

* * • 
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• Junior level cohnitnent 

"Once August Busch really shower he mas committed to younger adult marketing, * * 

DOORS OPENED UP AND NO ONE MAS AFRAtO TO COME UP WITH IDEAS- BEFORE THEN, THE 
10EAS MERE THERE BUT PEOPLE MERE AFRAID TO TALK ABOUT THEM- THE IDEAS FOR THIS* 
MARKET OFTEN CONE FROM JUNIOR PEOPLE- THEY'RE THE ONES MITH THE ENERGY TO POT 
INTO FIELD MARKETING- BUT THEY DON'T HAVE THE CREDIBILITY SO SOMEONE AT A HIGHER 
LEVEL HOST BELIEVE IN THEM AND GET THE IDEAS TO THE TOP PEOPLE-* 

• . ■■ . ‘ 4 . y ■ • • ■ • % 

ME NEED TO REMEMBER THAT BIG 'PAY“OFF* MAY TAKE 3 OR A YEARS TO ACHIEVE BOTTOM-LIME 
RESULTS- A SOLID STRATEGY IS NEEDED AS WELL AS THE RESOURCES TO IMPLEMENT IT AND 
NONTTOR its progress- For example, the Budweiser PROGRAM NAB GRMM jFRON l HAN/ilHH 

TO IB PEOPLE/ilOMM- " ' ^ 

•• :• ': ;■ _ \ y ■[ * y ' ■ -' ■ • : 1 ■ • ' vi Z . i • '' ■ i:'"-; ■ 
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There are major issues/trends that must be considered in determining tme best directions. 

In some cases/ further research is heeded. 

■ . k ‘ • • 

‘ A 

. .. . % 

* ; ' ’ ■ :» -• i . 4 ■ ■ ■ .... 

* 1* Frets don't smoke — tne market is likely to become increasingly oriented to the 

VALRES OF MON-COLLEGE SMOKERS* ROCKERS. THE SOOEAKY CLEAR LOOKS WlU. BE ONT* 

i, ■. . ■ : :■ r ' '' V ;• 

| 1 ' , ”■ ' ■ j " . , . " ■' ' * ■ . 

2. In marketing to yonmger adult smokers# the critical reaction is •Hey* they're talking 

TO ME.* This SUGGESTS THAT VIABLE P0S1TI0NIN6S AND execotional themes host more than * 
JNST *AFFEAL* TO YAS, THEY MOST AFPEAL TO YAS IN A HAY THAT 'DIFFERENTIATES* THEM FROM 

* ALL OTHER GROUPS AND DIFFERENTIATES ONR BRAND FROM ALL OTHERS IN A MEANINGFUL HAY* 

• — • . 

• * * ‘ • * \ 

• •*; . . > 

• * * • • 

«. • • 
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3. Narketiug to younger adult smokers requires special strategies built on a solid ' 

UNDERSTANDING OF THEN AS INDIVIDUALS, CROUP HEMERC AND BRAND OSERS« 

• An understanding of demographics, segment, or category loyalty is not adequate 

BECAUSE SMOKER MINDSETS GO DEYOND THESE BOUNDARIES* 

• Positioning against “driving motives* — belonging, difference, upnard striving, 
r EXCITEHENT AND S£X “ CAN POSE PROBLEMS, SINCE THESE HANTS FORM A TIGHTLY KNIT 

BUNDLE TO 18*20 SMOKERS* IF ONE MOTIVE IS SELECTED FOR >RIMARY EMPHASIS IN 
POSITIONING, CARE MUST BE TAKEN ROT TO VIOLATE THE OTHERS* 

o The heart of an effective strategy may be as much the medium as the message — 

FIELD MARKETING, SPECIAL EVENTS, ETC*, ARE OPPORTUNITY AREAS THROUGH UNICH HE CAN 
REACH TMtS tNPORTANT DEMOGRAPHIC GROUP* 






0 A* YOUNGER ADULT SMOKERS SECOME INCREASINGLY NOU*COLLCG£ AMD NOTPREPPY, THE GAP 
BETWEEN HELL*EOUCATED MARKETERS AMO FHBYAS IS LIKELY TO U1BEN* THIS HILL MAKE IT 
INCREASINGLY IMPORTANT TO STAY *IN TOUCH* AND BE CREATIVE AND IMAGINATIVE IN A 


RELEVANT NAY* 
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4* There are several general guidelines that should be considered in ant efforts To • 

ADDRESS SMOKERS 18-20* 

o Pull strategies are effective, i*e*« drawing consumers to the brand and avoiding 

THE HARO SELL- 

AVOID GIVING AN IMPRESSION OF TRYING TOO HARO* 

• % 

O HaRKETING EFFORTS THAT ARE *CLOSE TO THE EDGE* ATPEAA TO OFFER THE GREATEST 

POTENTIAL*'' CARE MUST BE TAKEN TO AVOID CHASING A TREND THAT NAG ALREADY HAPPENED* 

G Executions should have internal integrity in terns of preppy vs* rocker looks and 

ACTIVITIES* 

O THE HARKETIRC'SHOULD fit . • • 

ll lOMY, NOT TOMORROW 

2. STAYIN6 YOHM/rot tw the rut 
5* 0> THE EDGE* not the middle grouro 
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TOPICS 

I. Importance of Younger Adult"Smokers 



II. Why CAMEL Has An Opportunity To Target Younger Adult Smokers 

III. Strengths And Weaknesses of CAMEL'S In-Market Perceptions and 
Current Advertising 



IV. Guidelines for CAMEL'S Advertising Development 
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I. IMPORTANCE OF YOUNGER ADULT SMOKERS 

The future success of any cigarette brand Is driven by Its ability to 
attract vounoer adult lookers* betw een t he age of 18 and 24 veers old. 
TrTlact, smoicer* agefl 18*24 determine the future trends of the tobacco 
industry . 

• Only about 55.of all smokers start smoking after the age of 24 years 

old. -• 

• The majority of younger adult smokers will stay loyal to their first 
brand choice. 

• More than 405 of the Virile Segment's current total business Is a 
result of brand choices of smokers at age 18. 

• The aging of younger adult smokers combined with their brand loyalty 
guarantees the growth of a brand for decades. Even if a brand falls 
from grace among younger adult smokers* the Increasing consumption 
■^yof the aging franchise can tarry the brand's performance for 
Tear! , thus extending Its life cycle. WINSTON'S share among younger 
r ”* r smokers peaked In the mld-60's when Marlboro's repositioning 

to take hold among this target, however, WINSTON continued to 
juntll the late 70's. WINSTON'S growth end subsequent decline* 
>e attributed to Its performance among younger adult smokers. 


f£ml' NN 
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>oro, which has 55$ of 18-24 year old smokers, and 755 of 
menthol 18-24 year old smokers, grows approximately 1.0 total 
TSt share points every ye‘*r£due to gains among younger adult, 
igrs. Although Marlboro sustains yearly net switching losses 
'among total smokers, the substantial yearly gains among younger 
smokers more than offset switching losses and thus ensures 
continued brand growth. Previous brands Including WINSTON and Pall 
UAftforf i hawed the.same pattern and ensuing strong share growth until 
Tonr after they lost appeal among younger adult smokers. 

II. WHY CAMEL HAS AN OPPORTUNITY TO TARGET YOUNGER ADULT SMOKERS 

CAMEL has an Opportunity to capture the younger adult smoker market as 
evidenced by the hloh responsTveness that it nas already d emonstrated 
in tne marketplace among younger adult smoters. 


A. CAMEL has maintained a growing share trend In the Pacific/ 
Mountain Sales Area since the late 60's when the filter style was 
Introduced (supported by "I'd Walk A Mile*,). 
contributing to the continued momentum of CAMEL In the pmsa is 
younger adult smokers. 
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IK WHY CAMEL HAS AN OPPORTUNITY>f0 TARGET YOUNGER ADULT SMOKERS fCnnt.1 

• CAMEL Ex. Regular stales have grown from 1.1% share of market In 
1970 to 5.6% In 1985 In the Pacific/Mountain.- Share growth has 
been highly accelerated versus CAMEL Ex. Regular total U.S. 
share. 




CAMEL Ex. Regular 

MSA - Total US. Vs PMSA 


1970 1975 1980 1985 

Total 

U.S. .92 1.07 2.04 2.60 

PMSA 

; ■ 1.11-1.72 3.87 5.62 



* pwt*S 


• Smokers 18-34 years old represent more.than 60% of the Ex. 

Lggtegular style’s profile In the PMSA. Currently* CAMEL Ex. 

; R egular styles own 11X of total 18-24 year old male smokers 

ere. CAMEL Ex. Regular Is, and has been substantially 
erdeveloped In the ?MSA. This Is due primarily to strengths 
ong younger adult smokers - particularly IB-24 year old men 
r as far back as our Share of Smoker tracking goes (1980) and 
kely before. 

< 

the Mid-West Sales Area where CAMEL was previously only average 
hg 16-24 year old males, yglnger adult smoker targeted promo- 
s for CAMEL resulted In dramatic share growth of more than ten 
smoker share points among this group. 

•"‘■Between March 1985 and January 1986, CAMEL executed continuous 
omotlons against younger adult Mid-West Sales Area male 
lOkers. These included; 

Buy One Get One Free's, 

- A “six pack“ offer of CAMEL Buy Three Get Three Free with 
coupon Inserts, 

- A “French CAMEL” T-shirt offer through a toll free number. 

• Redemption of the T-shirt offer was nearly three times higher 
than CAMEL’S average participation -In FSI coupons. The profile' 
of participants* Included 70% of adult smokers 34 years old and 
under and extremely high redemption of 40% among target 
competitive smokers. 

• CAMEL’S Midwest share among males, 18-24 years old grew from 
3.0% In late 1984, to a peak*4eve1 of 13.6% In March, 1986 at 
the completion of these targeted activities* This trend 
subsequently declined Indicating that although CAMEL was able to 
stimulate a high Interest among target smokers, there wasn t 
sufficient reason for them to convert over the long-term. This 
would suggest an opportunity to provide a more relevant and 
motivating targeted Image via new advertising. 
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II. WHY CAMEL HAS AN OPPORTUNITY TO TARGET YOUNGER ADULT SMOKERS (Cont.) 


C. In the WINSTON/CAmEL pack action outlet test markets '.Is year, 
continuous targeted support was placed In younger aault smoker 
frequented convenience stores/service stations. CAMEL achieved 
significant share growth and gains from competitive brands, 
especially Harlboro. In fact, CAMEL'S growth was driven by 
younger adult smokers, and was substantially greater than what 
WINSTON achieved with the same effort. 




• CAMEL's cumulative share gain from August-February, 1987 was 
+3.23 In convenience stores/serlvce stations with younger adult 
smoker targeted CAMEL support. These gains were at the direct 
expense of Marlboro which lost almost two share points In the 
same period. 


• Given the same targeted promotion support In separate test areas 
CAMEL achieved an even greater share Increase than WINSTON 
'+2.85), whose gains were primarily from Brown & Williamson and 
rlllard. 


wn 
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o 


anticipation In CAMEL promotion activities skewed highly 
ounger adult smoker (1.e.» 60S -70% 18-34 year olds) while 
INSTON was split more evenly between smokers‘under and over 35 
ars old. 


ST^fHS^ANO WEAKNESSES OF CAMEL* Sft IN-MARKET PERCEPTIONS ANO CURRENT 


U 
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CAMHjrc In-market Image has many strengths against younger adult 
smokers'. However, current advertising for CAMEL does not overcome the 
majr**m^<ser image weaknesses driving negative perceptions among the 

A.^tAtfsL's current existing market Image (l.e., brand perceptions, 
not advertising perceptions) includes aspects that are highly con¬ 
sistent with the wants of younger adult males, and have a strong 
fit with what CAMEL has always stood for;, including: 

- independence * not afraid to express 

- doesn't follow crowd Individuality 

- lives by own set of rules - enjoys being different 

- stands up for beliefs - won't settle for ordinary 

Perceptions of CAMEL on these specific dimensions are very posi¬ 
tive and yet are not In any way extreme. In fact, younger adults' 
perceptions of CAMEL as Independent/individualistic fall short of 
the Ideal wants, which suggests an opportunity to leverage this 
type of positioning among the target. 
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STRENGTHS AND WEAKNESSES OF CAMEL*S IN-MARKET PERCEPTIONS AND CURRENT 
ADVERTISING (Cont.) 


B. The major weaknesses in CAMEl's In-market image Is that It is not 
considered by younger adult smokers to be contemporary, and thus 
is not relevant. Negative perceptions include: 

- not up-to-date/contemporary 

- not exciting to be with 

- a lot older than me 


c. 


CAMEL’S current advertising has many strengths relative to the 
desired "Independent/lndlvlduallstlc* user Image among target 
smokers. Testing of the current advertising Indicated that it 
communicates the following user characteristics in a positive way: 



Knows how to have a good 
tjlme 

Free-spirited 
Independent 
Self-confident --/rf;--- 
Exciting to .be with 


- Doesn’t follow the crowd 

- Lives life to the limit 

- Resourceful t 

- Lives by his own rules 

- In control of life 



6 )HM9i 



an attempt to address CAMEt’s weaknesses and the "loner/1sola- 
nlst" aspects of the original Bob 8eck campaign, an alternative 
palgn "Share A New Adventure" was developed. This campaign used 
els that were not as old looking and used more relevant sltua- 
ns to address the brand’s "older".image weaknesses. Addl- 
nally, these models were used to overcome the loner aspects of 
former advertising. g 

dvertising research of executions similar to CAMEL’s current 
n-market campaign, which provides a more social arena for the 
AMEL user, has shown that the CAMEL smoker becomes less of a 
loner" than In the previous advertising. "Share A New Adven- 
ure" Improved perceptions of the CAMEL user as more exciting to 
e with and more a part of a crowd. However, this campaign 
ushes CAMEL’S user Image even older than Its In- market Image 

•Vi 


IV. 


among younger adult smokers, inis suggests that although the 
current advertising -IS fin .tune with younger adult smokers' 
desire to be "Individuals" end "accepted by friends", this more 
"traditional* format 1$ not sufficiently contemporary to reposi¬ 
tion CAMEL as a younger adult smoker brand. 

GUIDELINES FOR CAMEL’S ADVERTISING DEVELOPMENT TO ACHIEVE ITS DESIRED 
POSITIONING AMONG YOUNGER ADULT SMOKERS 


fts, background, CAMEL’s ^jBSlrid josit,1.qn)ng J 
reposition camel among younger adult smokers. 


s an effective one to 


The advertising will position CAMEL as an authentic brand for 
smokers who are admired and respected by their peers because 
their attitudes land lifestyles distinguish them as 
Individuals who challenge convention and stand tall. 


(J1 
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GUIDELINES FOR CAMEL'S ADVERTISING DEVELOPMENT TO ACHIEVE ITS DESIRED 
POSITIONING AMONG YOUNGER ADULT SMOKERS (Cont.l 

This positioning Is appropriate because: 

• CAMEL'S desired positioning capitalizes on Its well-defined In- 
market Image and provides CAMEL with the opportunity to build off 
Its In-market strengths. 

• In addition, the "Independent/lndlvlduallst" positioning addresses 
meaningful and relevant wants among younger adult target smokers. 
These Include: 

- Being different Ili a positive way, 

• demonstrating success via the respect .and admiration of peers. 

In order to successfully accomplish this repositioning among younger 
adult smokers, CAMEL must: 

1. Displace Marlboro as brand Of choice among younger adult 
smoxers. 

Pgya Positively differentiate versus Marlboro. 

Correct In-market weaknesses/ make a younger adult smoker 
. statement. . = • 

1471 Elicit an emotional response rather than purely a rational 
response. An emotional reaction positively motivates the 
r Jb consumer Into rethinking CAMEL, 
i 5Vj Leverage current CAMEL strengths. 


0. 


r-tprorder to fully target th**younger adult market, CAMEL must 
displace Marlboro as the younjfer adult brand. Simply speaking, 
r Marlboro Is the younger adult -smoker market. It currently has a 
share among 18*24 year old non-menthol Smokers. Any effort 
Ttfalnst younger adult smokers will naturally have to Impact prl- 
wgylly Marlboro. 

order for CAMEL to displace Marlboro, the advertising must 
^“pTJSitlvely differentiate CAMEL from Marlboro's In-market position 
as well as Its advertising communication. A brand as big and 
established as Marlboro among .younger adult smokers cannot easily 
be beaten at Its own game. While It would be nice If CAMEL could 
outdo Marlboro at what Marlboro jells, success Is more likely 
1 through differentiation. Marlboro's key strength relate s to peer 
s I acceptabl 11 ty and be! ongtn g ” “ 

In-Market Position : Marlboro Is perceived by younger adult 
smokers as a brand which provides a sense of belonging to the peer 
group. A variety of research studies Including the Segment Des¬ 
cription Study, the Marlboro Vulnerability Analysis, In-market 
perception research, as well as In-depth qualitative all show 
this. Focusing CAMEL against peer acceptability and belonging 
would be trying to outdo Marlboro at Its very strength. 
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GUIDELINES FOR CAMEL'S ADVERTISING DEVELOPMENT TO ACHIEVE ITS OESIREP 
POSITIONING AMONG YOUNGER ADULT SMOKERS (Cont.) 

Advertising Communication: Marlboro's In-market perceptions are 
not being dr(verTby its advert1 sing, but are driven more by peers. 
Research Indicates that the message communicated to younger adult 
smokers by the "Marlboro Country" campaign 1$ nearly Identical to 
the "CAMEL World" campaign. Both campaigns have the same key 
weaknesses: 

- not up-to-date/contemporary „ 

- not emulatable/respected by friends 

- not exciting to be with 

- not one of my friends 

- a lot older than me. 

3. To make CAMEL a relevant brand to younger adult smokers, the key 
I mage weakness of "too old" must be correcte d. As shown *By the' 
advertising research for ‘•Share A New Adventure", this cannot be 

accomplished solely by Incorporating less "old" looking models In 
? mdre "relevant" situations* Exhaustive In-depth qualitative . 
'jHPTearch shows that younger adult smokers see advertising as 
^Cyapiger adult oriented" when It Is speaking directly to them . 

Hwkrrectlng this weakness requires something more specific than 
t Must being "likeable". L lkeablli ty Is not enough to motivate 
l sLitfhinn. "Marlboro Country 3 ana "twitL worio*~a're^lTJraiirre" 
'^ca mpaigns, but do not speak directly to the target. 

it does not nec essarily r eSlre that wants of younger adult 
Smokers which al 1 enaie o IdgroTrprTbe-lisedT Research has 
^ffuggested that "while differences In wants do exist, extremes 
^Sjhlch alienate older smokers will also alienate a portion, or 
bnnriost, younger adult smokers as well. 

4. gedme advertising should el icit an emotional respo nse to positively 
r motivate target smokers to rethink”their bPAM ‘choice. Research 

Indicates that younger adults ere entrenched In their dally pur¬ 
chase patterns such that they tfo not "think" their brand choice. 
They buy their Marlboro's a pack a day - every day - and never 
think about the purchase. For most smokers, the cigarette "deci¬ 
sion process" Is non-existent or at best superficial. This Is 
particularly true among younger adult smokers who are still driven 
by peer pressure and are surrounded by Marlboro smokers. On a 
qualitative note, we have even seen younger adult smokers dumb¬ 
founded when asked what brand they would smoke If Marlboro was 
taken off the market. They had no answer ,and had never thought 
about It. 
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IV. GUIDELINES FOR CAMEL'S ADVERTISING DEVELOPMENT TO ACHIEVE ITS DESIRED 
POSITIONING AMONG YOUNGER ADULT SMOKERS (Cont.) 

In order to stimulate them to think about brand alternatives, the 
advertising and brand personality must "jolt" the target consumer. 
Since CAMEL does not have a demonstrably different or unique 
product (rational) benefit to.sail, this Jolt needs to be based on 
an emotional response and Is -unlikely to be accomplished with* 
advertising which looks conventional or traditional. Studies have 
shown that the so-called "hot buttons" for younger adults include 
some of the following themes: 

• Escape 1 Into Imagination } Vankelovlch data suggests"that escape 
Into imagination provides a differentiating and leverageable way 
to reach younger adults. 

- The Inclination to deal with life by escaping Into Imagination 
. differentiates the target from older smokers. 
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p 
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And, It appears to be particularly leverageable because it Is 
growing. 

Fantasy to these smokers can mean Imagining a place to escape 
to or an Image 'of yourself that Is better than reality. 


, , __... Is success ; Younger adults center their lives on 

T leaving fun in every way possible and at every time possible. 
(Their definition of success Is “enjoying today" which dlfferen- 
Xta^iates them from older smokers* Advertising which Incorporates 
exciting", "fun", "humorous" theme provides a way for these 
.mokers to "feel good" about* the message, and thus generates a 
osltlve and relevant embfclonal response. Importantly, the most 
ecent Yankeldvlch Monitor suggests this would not alienate the 
Ider age groups. 

advertising should build on CAMEL'S strengths so that It will 
ggf0$*tru1y ownable by CAMEL: 



• CAMEL'S current positioning Is based'on, positive In-market 
perceptions. 

• CAMEL'S unique package graphics continue to provide a large 
source of Interest and appeal to younger adult smokers. 

• CAMEL'S authentic brand heritage as a cigarette with full 
flavored, quality tobacco taste Is consistent with the 
product wants of younger adults. 


The guidelines for a younger adult-oriented advertising strategy pre¬ 
sented here are not expected to alienate CAMEL'S current franchise. 


• The brand’s older franchise 135 years and older) Is dominated by the 
brand's non-filter style where brand loyalty Is extremely high. 

• Nearly half of the current Ex. Regular franchise Is under 35 years 
old. 
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IV. 


GUIDELINES FOR CAMELS ADVERTISING DEVELOPMENT TO ACHIEVE ITS DESTREn 
POSITIONING AMONG YOUNGER ADULT SMOKERS (Cont.) 


t The development of an effective advertising campaign to position 
CAMEL as a younger adult brand does not require "extreme" proposi¬ 
tions, and as such does not automatically imply alienation of older 
smokers. 


• Importantly, alternative campaigns can be tested among both target 
smokers as well as among CAMEL'S currrent franchise. If there Is a 
concern regarding the message communication and the attitudes/ 
feelings generated by the advertising among both groups. 
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ffl fflBEH MULT SMOKER flPPngimm'Y 

mm 
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• Review RJR's most critical strategic meed •— 

yfflgHGER MOLT SHMfWWt 


• ESTABLISH RJR OPPORTUNITIES FOR MEW TmilOlJOCY 

WOOOCTS TARGETED TO YOUNGER ADOLT -SMOKERS. 

• Request RXd commitment to develop product 
tlCOfllOUmiES much generate appeal among this group. 
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YOUNGER ADULT SMOKER 0PP0RTUHI1Y 

I. B&SK CTOTB 

• Objective/A ction Pun 

1. Reevaluate and s reestablish RJR's Gorfsrate needs and key 

STRATEGIC VUL N ERAB ILIT Y — YOUNGER ADULT SMOKERS. 

2. FOCUS ALL EXPLORATORIES AGAINST MEETING THIS flUS MAJOR 
CORPORATE GOAL. 

3. Reduce number of expuoratomes and ensure au. meet the 

FOLLOWING CRITERIA: 

• Generate specific appeal among younger adult 

SMOKERS 

• Deliver unique proouct benefit 

• Address major unmet want or competitive 
vulnerability 

/ 

• Utilize technology already in initial development 
stage - minimize resource requirement . 

4. Maximize opportunity for technology implementation by 

EVALUATING AS CORE BRAND IMPROVEMENT/LINE EXTENSION OR NEW 

Brand. 
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II. MARKET DYNAMICS 

• PM is showing continued growth in SQM. 

• RJR holds a stable second place. 


Nielsen SOH 



1985 

1986 

1987 

1988<March YTO) 

PH 

33.4 

34.8 

36.2 

37.4 

RJR 

32.9 

33.2 

33.6 

32.8 

B&W 

9.7 

9.2 

8.9 

9.0 

Lori Hard 

7.8 J 

7.6 

h 

t 

; ' 7.4 

7.3 
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II. MARKET DYNAMICS 


• rjr*s stable perforaance Is due to its strong share wong older adult 
smokers. However, the company is losing share among younger adult 
smokers. 


• PH gains business each year from younger adult smokers and as they 
age the company's share of older mbits also increases. 


RJR 

PM 


__________ Share of Smokers 

1985 1986 _ 

18-24 50+ 18-24 50+ 

18.3 37.5 18.5 37.9 

61.9 20.7 63.0 21.0 


1987 


18-24 50+ 

16.0 38.7 

66.1 22.3 





i- y 

i. Cl 


V ; 


{.i 


y. 






http://legacy.library.ucsf.edu/tid/xrq07a00^H]ttrce: https://www.industrydocuments.ucsf.edu/docs/ytgl0001 






51721 7985 



■'“■1*0 • n j~ co cn 


• • 




60660 4504 

H. MARKET DYNAMICS 

• On a profile basis, RJR’s weakness and PH's strength among younger’ 
adults is evident among both Dales and females. 



- Total , 

RJR 

PH 


% 

Index Index 

18-20 

Male 

2 

<s> ■ 

1 

female 

2 

<2> 1 

tua 

21-24 

Hale 

5 

<|g) 


female 

5 

<s> 

ehi 

25-34 

■' k r t 

•inu'* a • 

86 

U25J 

35-49 

30 ..... 

113 

87 

50+ 

28 

IHD 

57 
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- Marlboro 

- Neviort 

These brands are capturing an ever increasing share of younger acfcjlt 
smokers. .. 


Share of 18-20 Year Old Smokers 


Marlboro 

1984 

1985 

1988 

1987 

Total 

52.2 

55.1 

57.5 


Male 

55.5 

58.7 

81.8 

81.3 

Female 

48.8 

51.3 

52.9 

59.8 


Newport 

10.8 

12.1 

12.8 11.8 

Black 

51.4 

52.7 

61.3 I3tTo| 



16.4 



Total RJR 


14.5 


14.0 


13.5 
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II. MARKET DYNAMICS 


• Younger adult saokers are the jcey to future growth* for any company or 
brand for several reasons: 


(11 Aging explains 75X of SOM growth. . 

(2) Benefits or younger adult saokers compound over 
tiae as a result of brand loyalty and the Increase 
In rate per day as saokers age. 


$>, TT •• v . h v v 
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II. HARKET DYNAMICS 

Summary . 

« RJR Is deficient among younger adults while PH is strong. 

• Younger adult smokers are concentrated in two brands: Marlboro and 
■ Newport. 

• Younger adults are key to long term growth. If uncorrected, current 
trends could result in a 22 share point gap between RJR and PH in 
1995. 
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III. CURRENT ACTIVITY 


•> • • ; 1 • * . 

• Currently RJRT Is developing four New Brand/Line Extension Projects 


Project Benefit 


alpha Personal 

VHP Social Acceptability 

SRP Social Acceptability 

TF Social Acceptability/ 

Saoking Enjoyaent 
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III. CURRENT ACTIVITY 


ALPHA 


BENEFIT AREA : Persona! 

• Product test results Indicate ALPHA skews older adult. 


Purchasers 
: Index 

Hale 88 

Feaale HI 


25-34 


3 5-« ; ?sTl * * 


a 


mu 


i "-i l*X' 


r -,~X .fc. '<■, 


\ * \ •• •; •: •, 
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HI. CURRENT ACTIVITY 
VRP/SRP 

. «. . a 

■. r .... • ■ 

BENEFIT AREA : Social Acceptability 
• Product testing data again suggests older skew 

Concept/Product Acceptors * 
Wale " ’ ■ 76 - >s ■ 

Female fl24| 


18-24 


84 

25-34 


70 

35-49 

2*. TT :: • • 

• vii - ••• • 

; 107 

50* 

* *.. 

* ■ •» 
i. 

m 


* H prototype from YRP concept/product test 

J ■* . •* 

■*> .•/ -* . j 

• l . r 
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III. CURRENT ACTIVITY 
TF 


BENEFIT AREA : Social Acceptabillty/Saoklng Enjoyment 


• Product test data suggests that given the dual benefits the 


resale smokers. 


Concep t7Product llcceptors * 


110 

93 

101 


Female 

18-20 

21-24 

25-34 


• kTf 


* Original prototype test .8* EVG/6% Spearmint/LSS paper/Std. Filter 
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HI. CURRENT ACTIVITY 

SUMMARY 

• Younger adults are not as Interested in Social Acceptability and 
Personal benefits as older smokers. 

« ALPHA and VRP/SRP Project focus on Personal and Social Acceptability 
benefit areas, and as a result skew older adult. 

• Project TF Is the only New Brand to skew toward younger adult snokers 
and it is being highly focussed on a female target for both product 


and image wants. 
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IV. COMPETITIVE vulnerability 

• Despite Marlboro and Newport's strength among younger adult smoker's, 
they each have vulnerabilities. 


Marlboro 


Aftertaste 
Aroma 
Smoothness 
Tobacco Taste 


Newport 


Aftertaste 

Smoothness 

•f* ■ • ■ ' , • 

Aroma 


K ? I * 
* * .& 


i -• 
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5ILITY 


• While overall 18-24 year old Marlbor 
their product, there are some Import 
reotly being met. 


" 

Iwortant 

X 

No Dry Aftertaste 

T 

86 

No Lasting Aftertaste 

79 

Leaves Pleasant Taste 

* Y f 77 
i'-: ’ l 

J ' < f 

Pleasant Aroma 

61 

Leaves Fresh Taste 

59 : 


Lowest Cost 


42 


8 >■$ 
If 


7 


Fulfilled Un fulfilled 
X X 

66 |20l 

£2 m 



. i 


i 


[ilTOiii] 
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IV. COMPETITIVE VULNERABILITY 

Marlboro 

* .. • ■■■" 

• Blind product research suggests soae vulnerabilities for Marlboro 


aaong 18-24 Male smokers. 

■ Aftertaste : 

Marlboro 


Ideal 

Dry 

4.0 

—> 

3.1 

Fresh 

3.5 

—> 

4.2 

Strang 

3.8 

—> 

3.3 

Lasting v kT! £ 

\ > 3.7 

7 \ i- 

—> 

3.2 

Smoothness 

\ ‘4.3 

v ?. t. 

—> 

4.8 

Tobacco Taste c . . , 

. l£:£ l M J: 

■ , v 4.3 

{1 : . :;, L : 

—> 

■ , 

.. 4.6 
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IV. COMPETITIVE VULNERABILITY 

Marlboro \ . 

• The ability to address these deficiencies through superior technol¬ 
ogies can enable RJR to break Maflboro's hold on these younger adult 
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IV. COMPETITIVE VULNERABILITY 
Newport 

.• Newport's key strength Is Its popularity among younger adult Black 


saokers. Some key sinker wants arc not being net. 


51721 8001 


Lot of Menthol 
Leaves Fresh Taste 
Not Bitter 

Leaves Pleasant Taste 
No Dry Aftertaste 
Not Harsh 
Natural Tasting 
NO Lasting Aftertaste 
Pleasant Aroma 
Lowest Cost 


Important 

...X 


92 

92 

92 

85 

83 

79 

75 

• 73 . 

{.63 ; 


Fulfilled 

. - % 


Unfulfilled 

-5T~ 


»* 


, V.* ' .. . .• r. , •. , 
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IV. COMPETITIVE VULNERABILITY 
Newport 


Both SIRS end product research show that Newport stokers want tore 
menthol. While Increasing the level of menthol will appeal to 
their franchise this nay alienate the younger adult smoker. 


Newport initially gained popularity among younger adults by offering 
a lower level of menthol than other Coolness brands. If the brand 
continues to Increase Its menthol delivery this advantage will be 

lOSt. / ■ ^ !: "' i 'vJ-■; 


HISTORICAL KHiMOL DELIVERY 


(CAMOkum, m/cki 


u t r 

i V. i- 
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All TECH1X>L0<3ES/EXPL0RAT0RIES WILL MEET THE FOLLOWING: 


• Generate specific appeal among 


60668 4625 


- 28-24 Marlboro 

- 18-24 Newport : 


• Deliver 


• Address 


• Implementation possible on core Brand or as Hew Brand . 


• Utilize a technology already in 


t Include specific development direction. 


t Include timetable through test market. 
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yOBHgQO Ml T SW KE fi OPPORTUN ITY 
V * ggffPPCT TECHHMflgV Opp wnwmES 

" ■' ■. 1 . ■ :■•{, • 1 I 1 . 

• 3j&E& PRODUCT CONCEPTS ARE RECOMMENDED FOR DEVELOPMENT. 

• The concepts utilize three technologies. 


• All concepts are reliant on s uc ces s fu l, technology and product 

OEVEpJOPHpr TO ACCURATELY ASSESS CONSUHER APPEAL AND ACTUAL 
POTENTIAL. 
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Target: 18-24 Harlboro Smokers 

fimssuf 

• Half of all smokers report an unpleasant taste after smoking. 


• Three-quarters 071) of 18-24 Harlboro smokers cite pleasant 

AFTERTASTE AS A MAJOR WANT. 

• One-third (24V) of 18-24 Harlboro smokers believe this want is 

UNFULFILLED. 
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YOUNGER ADULT SMOKER OPMRTUHITY 
toewt, Technology PfmfVfnriTO 

A. fiepffmwm iXi _Aft er taste 

fepticwxffl 

• Free stawing Heu Brand 

• UIHSTOH proooct improvement 

- Bump PRODOcr Testing (21-24 Males! 

Fresh Long Lasting Out 

^.JErgffASTt— -JFJFCTASTK- _AETERTA5IE— 

Rating Ideal Rating Ideal Rating Ideal 

f 

WINSTON IT 85 3.44 -> 4.a * 3.44 -> 2.94 3.74 -> 2.70 

Marlboro LT 85 3.42 -> 4.21 3.34 -> 2.94 3.74 -> 2.70 


r 




1. \ 
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YOWOER AWlT-SHPEffiJ^^ 

v» ETOOtfCT.TtfflHOVPgY QpPfflTVHTTIg 

A. Oppoktonity fl; Aftertaste 

EggPKT.Cwcax 

A NEW PHOPOL CIGARETTE HAS BEEN DEVELOPED THAT 
DELIVERS A FRESH* CLEAN AFTERTASTE iDTON NO TRADE-OFF 
IN SMOKING SATISFACTION. 

TilZS CIGARETTE DELIVERS A RICH, SMOOTH TOBACCO TASTE 
AND, UNLIKE OTHER CIGARETTES, LEAVES YOUR MOUTH TASTING 
FRESH AND CLEAN. 

THE FIRST CIGARETTE TO DELIVER RICH TOBACCO TASTE AND A 
FRESH, CLEAN AFTERTASTE. 

Available in full flavor and low tar non-menthol. 


http://legacy.NI5rary.ucsf.edu/tid/xrq07a00fjSniliirce: https://www.industrydocuments.ucsf.edu/docs/ytgl0001 










51721 8011 


50666 4590 


EBflKLFAT 


HO MORE CIGARETTE AFTERTASTE 


A MAJOR TOBACCO COMPANY HAS DEVEIDPB) THE FIRST NON-MENTHOL CIGARETTE 
MUCH WETS YOU EXPERIENCE A FRESHER* CLEANER AFTERTASTE. THIS 
CIGARETTE OFFERS THE RICH* SATISFYING TOBACCO TASTE YOU DEHAND AND 
LEAVES A FRESH, CLEAN TASTE KITH NO UNPLEASANT AFTERTASTE. 


HOW YOU CAN ENJOY A CIGARETTE WHICH LEAVES YOUR MOUTH FEELING F RES H . 




. ■} ■' 
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A. flepQBnw m fl : .Ai 
toapw TO-Batc 


OSS 


• FAT PRODUCTS SUCCESSFULLY OPP RE SSE D KEY AFTERTASTE ATTRIBUTES 
AMONG TOTAL SMOKERS AND 




JxmraaoM! earn. 
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- M 

cwBma 

JSl 

JBL 

Fresh Aftertaste 
Cooling Aftertaste 

4.00 

4.48 

4.54 

4.51 

2.91 

3.65* 

4.01 


V. 

: f 

Hues 

Ts 




Fresh Aftertaste 

\ • 

4.45 

4.59*. 

4.47* 

4.32 

COolxng Aftertaste 

3.24* 

3.64* 

4.26 

JJL 


r>i 
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v - teflpqcr TgmfflLftgy fowracaig 

A. O pportunity #1: Aftertaste 


LEARNING TO PATE 


The spearmint flavor Cdesxgned for TF) negatively impacted 

TOBACCO TASTE AH0N6 MALES. 


Attribute Ratings Among Hales 



CONTIOL 

Spearmint 

• 


-2L J£L J8£. 

Tobacco Taste 

3.29 

(Of) <£«) 3.25 

Menthol Taste 

'i f\f 1.27 . 


Minty Taste 

1.58 ; 

>(|^)(5ro)(0) 

#. 

tv • 

V:1 D1 M 

• f. 

i. 
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YOUNGER ADULT SMOKER WffMTUNIP 

V, PRQQoqr Tech nology Opportunities 

. • 

A. ftffWTVwiY.il: hrrmtSK 
TECTWVPqY/^V^lVPHCTT PlBSCnffll 
f Technology: Polymer pellet 

• Target: 18-24 year ouj hale, non-menthol Marlboro 
Development Direction 

• TnniTTCV n*vna UHTCH LEAVES PLEASANT TASTE. 

- Maiktazn tobacco taste 

- Kazmtaxn smoothness 

i ; 1 

- Eliminate menthol characteristics 


- Minimize hinty, sweet taste 
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YOUNGER ADULT Sl^ OPPORTIIHITY 

V. Ebopwt Tkhhwky oppwfnmms 

B. Oppohtchity 12; Tobacco Satisfaction 
Target: 18-24 Marlboro smokers 

RATIONALE 

• Tobacco taste and satisfaction are major whts among virile 
SMOKERS (BA). 

• Product scores indicate all major virile Brands are 
SIGNIFICANTLY DEFICIENT VERSUS IDEAL. 

• CuPPTMT TEOMOLOCY CM ALLOW US TO REDEFINE TOBACCO 

taste/satisfactton thereby offering a new benefit. 
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YOUNGER ADULT SMOKER OPPORTOWITY 


EBMECUF 

. i 

SATISFACTION BREAKTHROUOj 

A HOI CKMtenE HAS BEEN DEVELOPED THAT PROVIDES A BREAKIHROOGH XK 
SMOOTH* SATISFYING TASTE. 

These cigarettes are wider than other filtered cigarett es . Their 

SHE ALONE GIVES THEN A INKOUC FjEEL* BeCADSE THE CIGARETTES ARE 
WIDER AND HAVE MORE TOBACCO* THEY DELIVER A RICHER* MORE SATISFYING 

TASTE. Yet the wider filter, with its easier draw* provides the 
SMOOTHNESS AND MILDNESS YOU DEMAND. 

V 

How, YOU CAN GET TRUE SATISFACTION FROM THIS NEW WIDER CIGARETTE. 

Available in full flavor and lights, t 



.»,•» S: 

t .* fi 
h. <.&. 
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MPHSER ADULT SHOWER OPPORTUNITY 

V* Emwcr Technology Oppor tunities 

b. femnagTYfft Tpfccq.Satisfmtioh 


SggftfTf 

• LF TESTING INDICATES THAT MARLBORO 
WflBBCTS DELIVERING SMOOTHER, RICHER 


50668 4545 


CRN BE HQTTVATED BY 
TASTE. 


• The "Tobacco Satisfaction" product wll not simply be a 

SMOOTHER CIGARETTE; IT WELL HAVE A DRAMATICALLY IMPROVED TASTE. 

- Redefine tobacco taste 

■■ # * 

• Smoother, richer tobacco taste can be further s u p p orted by 

TOBACCO AROMA, BOTH IN THE SMOKE AND FROM THE PACK. 

• Other marketing elements can ensure appeal among 18-24 Harlboro 

SMOKERS. 
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mam ADOIT SMOKER 0PP0W1IHTTY 
v - grower Technology Oppo rtunities 

b. teofrrownr I?;. Tobacco ^TimaoBMi 

BSVEjQPHCTT.. PTBECTTPH 
♦ Taste . 

Orakatzcally enhance yobacco/vobaixohjqce flavor 
- Tobacco extract 

• bum 


$0668 4547 


Provide tobacco-lxke/tdbacco enhaiicxiig aroka 

LEVELS COMPARABLE TO TF. ' 


AT 


<• 

£ 


• EmkAkwa 


Deliver cigarette aroma when box is opened. . 


• * 

ft 'ii 


If 
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• TWO NET OPPORTUNITIES COST TO ATTRACT MARLBORO SMOKERS: 

Effectively deliver a kev unfulfilled want *~ 

FRESH AFTERTASTE. 


- Redefine tobacco taste and smoothness. 

- Leverage wmt tobacco aroma 


51721 8028 


Technologies currently exist to successfully deliver against both 
CONCEPTS. 

- Refinement needed. 

Barm product concepts have potential application as a New Brand or 

PRODUCT IMPROVEMENTS ON WOlSflOtl (AFTERTASTE AH> TOBACCO 
satisfaction) or CAMEL (tobacco satisfaction). 


*=. '\jL 
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CT SCORES INDICATE AN OPPORTUNITY EXISTS TO 
AHCE AMONG MENTHOL SMOKERS. 


Removal of ISS paper 




DEVEUMPtpNT PLAN 0NDERUAY TO IMPROVE TASTE 
OF LSS PRODUCTS 


fcT? ; 

.Cui. 
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YOUNGER ADULT SMOKER OPPORTUNITY 

V. Product Technology Opportun ities 

C. Opportunity #3; Menthol AFTERTASTE W Awsa 
TECHNOLOGY/P EVgLOPMEHr DIRECTION 

- Aroma: Complexed aroma precursors zn paper 

- Aftertaste: Polymer pellet 

• Xssssc 

18-24 year old. Black Newport smokers 

• PiRECTOHI 

Identify aroma and aftertaste flavors/agents which: 

- Consistent uttb/oomplement menthol 

- Specific appeal among younger adult Blacks . 


fc 

o. -..L 
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D . SnasBBt ’• 

Three product concepts are recomsmdbi for development: 


51721 8036 


1. Aftertaste 


Pleasant 

AFTERTASTE 


• Polymer pellet 


• 18-24 male 
Marlboro 
■ SMOKERS 


2. Tobacco 

SATXSFACTZON 


• Taste t Polymer pellet • 18-24 male 

• Aroma (cigarette • Aroma precursors Marlboro 

and pack) b Micro encapsulation smokers 


3. Menthol after- • Taste 
taste and • Aroma 
aroka 


„...• Polymer pellet 
' ' • Aroma precursors 


• 18-24 
Black male 
AND FEMALE 

Newport 

SMOKERS 


- «*i» -.r* 

a* « 
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E. HeTT STEPS 



• Review khr R8D; gun resource comrmEinr 

• Refine technologies - screen 

• Initial concept/product test 

• Final concept/product test 

- Re-evaluate concept/product appeal 
t Total Proposition Test 

- Evaluate opportunities (new brand, 
core brand improvement) 

o Test market 
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July 18 

Axjgust-December 
January 1, 1989 
July 1, 1989 

January 1, 1990 

4th Quarter 1990 
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TO: Mr. J. R. Moore 



INTRODUCTION 

This is the second report relating to teenage smokers and new adult 
smokers and .quitters. The first report, reloased in January, presented 
Spring 1979 data; this report updates that to include Tall 1979 data. 
Similar repo'rts" wil 1 be provided semi-annually, coinciding with the 
’ semi-annualf-reltsase of National Family Opinion, Inc, (NFO) data. 

The data analyzed in this report was pbteinod from NFO of Toledo, Ohio, 
; which naintsdtur a panel of adult consumers for the purpose of conduct¬ 
ing consumersewvcys. For tho past 15 years RJR has usod NFO for 
product testing and regularly tracking adult smoker profiles and 
-•switching infeVfoation. The data regarding teenagers, new smokers,and 
quitters isTCnfctural by-product of the tracking of adult smokers. 

No special effort is made to gather this data and it is not to be used 
for marketing^eirategy purposes. 

SUMMA R Y OF KEY-TINDINGS 

Below is a summary of the key findings based on the analysis of . 
teenage smokers and new adult smokers and quitters. 


1. Smoking Among The 14-17 Ago Group/Aging 

• RJR is continuing to lose share among teonage smokers, 
with 19.9% of the toenage smokers in Fall 1979 versus 
21.3% in spring 1979. Both WINSTON and SALEM have been 
r: > steadily losing share among this age group: WINSTON'S 

»"•. share was 7.2% in Fall 1979 versus 6.3% in Spring 1979, 

"=s« while SALEM'S share was 7.9% in Fall 1979 versus 10.6% 

in Spring 1979. In addition, RJR is losing sharo points 
due to aging, which is tho natural process of 18 year 
olds entoring tho market and 50+ smokers loaving the 
market. RJR's losses are due to e declining sharo among 
18 year olds coupled with a relatively steady share 
among 50+ smokers. 
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SUMMARY OF KEY FINDINGS (Continued) 

1. Smoking Among The 14-17 Age Group/Acing (Continued) 

• P. Morris continues to gain share among the 14-17 year ; 

old age group, with-62116% in Fall 1979 versus 58,81. in i 

Spring 1979. Marlboro, whichhad 52.0%-of teenage smokers 

in Fall 1979, accounts for a large portion of P. Morris' 
share among teenagers. However, nearly all of their brands 
experienced share increasos among teenagers from spring to 
Fall 1979 (B(H, Virginia SliMs, Merit, Parliament and 
Saratoga all gained in share). P. Morris' large share 
among 18 year olds has made it the only company to realize 
substantial share gains due to the aging process. 

• American, Liggett t Myers and B&W all continue to lose 

share^dpc to the aging process, ‘primarily because of 
decreasing shares among 18 year olds, .and stable or 
increasing shares among the SO* age group. Lori Hard 
nearljQpreaks oven dye to the aging process. * 

2. New Adurtc*$mokers And Quitters 

.fOSJI 

• Male&^uid 18-24 year old smokers are the most active 
groupfvln terms of starting and gyitting smoking; that 

; is, eeMtive to their share they have the highest starting 
•and quitting rates. 
v: <gra( 

• There is no indication that the ultra low tar category 
is wirfVlng smokers out of the market; relative to share 
the quit rate among ultra low tar smokers is not signif¬ 
icant ly~gr eater than the quit rate among dither fuller 
flavor-low tar smokers, or full-flavor smokers. 

• RJR continues to lose share due to the effect of new 
smokers‘and quitters. RJR had an increase in losses in 
Fall 1979 (-.16 share versus -.04 share in Spring 1979) 
due tcT'Koth a decrease in new smokers and an increase 
in quitters. 

• Lori Hard and American both loso share duo to the 
effect of new.smokers and quitters. Liggett s Myers 
approximately breaks even, while P. Morris and B6W 
gain share from the effect of new smokers and quitters, 


-2 - 
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SMOKING AMONG THE 14-17 AGF. GROUP/AGINC, 

Smoking behavior of 14-17 year olds is analyzed in order to 
improve our ability to forecast future trends. It is not 
designed to be usod as a tool'for developing marketing 
strategies for this population group.- 

- * 
The analysis is divided into two sections: 

e Share of oach of the six companies and five key brands 
among the age group. , 

• Net effect of aging on each of the six'company's 

franchises and five key brand's franchises, and future 
trends. 

The previous report provided a demographic description of 
14-17 year old smokers, including population, incidence, 
rate and volume. Since population estimates are made only 
on a yearly basis, this table will be provided once a year 
rather they* semi-annually (it will be provided semi-annually 
if there**is^ a major change in rate per day, which would 
affect volume figures). 

1. Share.-oH company and Koy Brand Among 14-17 Year Old Smokers 


■:i ^ ke 


Tabled illustrates share of companies and key brands 
amoo^sioenagers, and Table IX illustrates the percont 
of.industry volume for teenagers among companies and 
kevZbrands. 


aaai * TABLE I 

in&rt SHARE AMONG li-l7 AGE CROUP 


Share Ampnc 




Spring 

Fall 


1975 

.mi- 

1979 

RJR ^ . ; 

29.9 

21.3 

19.9 

WINSTON „ , 

12.5 

8.3 

7.2 

•f SALEM *** 

10.6 

10.6 

7.9 

T*'. Morris 

39.6 

58.8 

62.6 

^ Marlboro 

36.1 

51.6 

52,0 

jag ri can 

1.2 

.3 

.8 

BtW 

22.0 

8.8 

5.2 

Kool 

19.8 

6.4 

4.2 

P. Lori Hard 

7.3 

9.7 

A- 

11.1 

Newport 

4.3 

7.6 

8.9- 

Liggett t Myers 

-iil 

1.0 

:: .2 

Total of 5 Brands 

83.3 

84.5 

80.2 

Source: NFO Estimates 
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T ABLE XX 

14-17 AGE GRoWTSTTHATED PERCENT 
OF TOTAL INDUSTRY V6LUME 

% of Total Industry 
: Volume ■■ :'7 ;r . 




Spring 

Fall 


197S 

1979 

1979 

RJR 

.88 

.43 

.40 

WJ NSTON 

; 40 

.17 

.14 

SALEM 

.33 

.21 

• .16 

P. Morris 

1.25 

1.18 

1.25 

Marlboro 

1.14 

1.03 

1.04 

American 

.04 

.01 

N 

O 

• 

BiW r~ } 

.70 

.18 

,11 

Kool K'Ai.'.* 

-f. -tf 

.63 

.13 

.08 

P. Lori Hard ? 

.23 

• 19 

.22 

Newport 

swes 

.14 

.15 

.18 

Liggett- i M^jgwj 

Total .lCof fndustry 

♦ 04 

* 

to 

|ro 

.00 

Volume 

3.14 

2.00 

2.00* 


SOURCE: Estimates based on number of toonago smokers, rate per 
day...and share of smokers* 

■ * Because population was assumed to remain the same from Spring 
to rail,and because rate per day did not change during 
this time,. t total industry volume among 14-17 year olds was 
also assumed to romain the same from Spring to Fall. Share for 
Fall 1979 is provided to illustrate how sharo has shifted 
between brands and companies from Spring to Fall. 

* 

... *i ' \ 
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Key Findings : 


• RJR's share of teenage smokers dcclinod from 21.31 In Spring 
1979 to 19.91 in Fall 1979. 

- Kinston's share of teenage smokers has declined steadily 
from 1975 to Spring and Fall 1979, with a share of 7.2% 
in Fall 1979. 

- Salem's share of teenage smokers remained steady from 1975 
to Spring 1979 (10.6%) and then dropped considerably in 
Fall 1979 (to 7.9%). A fourth reporting period is necessary 
to determine whether Salem's decline, in Fall 1979 indicates 
a significant trend. 

‘ • Philip Morris continues to gain among teenage smokers, accounting 
- j for 62.6% of the 14-17 year old market in Fall 1979 versus 58.8% 
in Spring 1979. • 

• - Marlborct^awhich continues to gain share among teenagers, 

accounts' for a large portion of P. Morris' share among this 

3 - r age grdupTl Marlboro's share of teonagors was 52% in Fall 
1979. HGa* 

i ■ ' 

• - other P\ fKorris brands are also increasing in share among 

tocnage*Smbkers. Ball, Virginia Slims# Merit, Saratoga, and 
. Parliaments combined share increased from 6.8% of the teenage 
* smpkcr&JL^Spring 1979 to 9.2% in Fall 1979. (Because none 
of^Jthe *prands individually'account for much of the teenage 
^market (^2^.8% at most - they are not presented in the table.) 

: V a P. Lorillacdt is the only company other than P. Morris to be 
‘ ' gaining sharp among the 14-17 year olds. Newport's increasing 
. ./ popular!tjC.a’rnong this group is the f>rime contributor to Lorillard's 
growth in share among the 14-17 year olds. Newport overtook both 
SALEM and Kool in share of the teenage market in Fall 1979, making 
Newport the-second most popular brand among teenagers, after 
Marlboro...;2.’'4 

•er American's^efcare among 14-17 year olds declined from 1975 to Spring 
1979, and incrcasod slightly in Fall 1979. The increase is not 
significant and may not indigate a positive trend for American 
among this age group. American remains an unimportant factor 
in the teenage market along with Liggett 6 Myers, whose share 
among the teenage market was only .0.2% in Fall 1979. 

• B&W's share among 14-17 year olds has'been steadily decreasing, 
primarily duo to Kool's decline among tho teenage market. Xn 
Fall 1979, B&w held only 5.2% of the teenage market versus 22.0% 
in 1975. 


RJM 067380 
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franchise ogino is thp natural process of young adult 
smokers (18 year olds) entering tho smoking population, 
and older smokers (50+) leaving tho smoking population. 
This analysis addrosses the erfoct of this process on 
each of the six companies and five koy brands. 


TABLE III 

SHARE AMONG 16 ANb 50+ YEAR OLDS 




Share 

Amonq 18 

. ■ 

Share Amono 

50+ 



1975 

spring ■ 

TaTT 


spring 

'Fall 



1979 

1979 

1975 

1979 

1979 

RJR 


28.0 

25.0 

23.6 

33.3 

33.3 

32.6 

KINSTON 


12.8 

9.2 

8.2 

11.2 

9.6 

9.8 

t - SALEM 


10.5 

11.4 

10.2 

: 8.1- ^ 

9.3 

8.4 

:P. Morris 


44.0 

52.0 

54.9 

15.3 

15.7 

16.5 

Marlboro 

34.6 

41.2 

42.1 

5.0 

3.8 

4.9 

’ .'.American 


1.4 

.5 

.9 

17.7 

17.9 

17.3 

■tBtW 


18.0 

11.1 

9.6 

12.5 

12.3 

12.6 

j K ° o1 

m • 


18.0 

8.7 

7.9 

4.2 

3.8 

3.9 

-P. Lorillard*ii^ 

8.0 

10.5 

10.7 

' 12.3 

12.9 

14.0 

Newport 

•UC83 

3.5 

9.0 

8.0 

.6 

• 3 

.3 

-^Liggett i 

. y ** . 

S*!W8 

Myers 

.6 

.7 

.3 

7.5 

6.6 

5.9 









'SOURCE?* Shake estimates based e>n NFO data. Share among 18 year olds 



estimated 

by trending share 

among 1< 

arss a' 

%w»* 

-• w 

SSSII 

NET 

table; iv # 

EFFECT OF AGING 

* 4 

: •*» • *' 

sh «>re Point Change , 
Spring Fall 

1975 1979* 1979* 

<RJR 


06 

-.10 

-.11 

•V WINSTON 


.00 

-.02 

-.03 

SALEM 


+ .04 

+ .03 

+ .02 






Morris 


+ .40 

+ .40 

+ .42 

Marlboro 

+ .40 

+ .41 

+ .41 

American 


-.22 

-.19 

-U8 

RtW 


+ .06 

-.03 

-.04 

Kool 


+ .20 

+ .04 

+.03 

P. Lorillard 

-.03 

-.01 

-.02 . 

Newport 


+ .03 

+ .10 

+ .08 

Liggett l 

Myers 

-.06 

-.06 

-.08 


RJM 067381 


t 


Source: Estimates calculated based on rate por day and share of smokers. 


<* 

-J 

U) 

Tl 


Spring and Fall 1979 share points are annua)i*ed» that is# they represent 
the share gains/lossos that would be roalixed for an ontire year based *— 
on the NFO data for tho reporting period. 
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• RJR lost .11 share points in Pall 1979 due to aging, versus 
a loss of .10 in Spring 1979. 

- rjr's increasing losses are due to a declining share among.. 

18 year olds coupled with a relatively stable share among 
50+ smokers. 

- Some of RJR's losses are due to Winston, which is losing share 
among 18 year olds, and to Salem, which is experiencing decreases 
in its net gains due to aging. 

- There are no indications that these trends will level off in 
the near future. 

• of the six companies, Philip Morris is the only one which realizes 
substantial gains from aging. Philip Morris gained .40 share in 
Spring 1979 and .42 share in Fall 1979 due to the aging process. 

pd 5 * 

- - Much of.J>hilip Morris' gains came from Marlboro, although it 

appears that Marlboro's share among 18 year olds is beginning to 
stabilizet'^with only a .91 incroase in share from Spring to Fall 
1979.' 

- The growtbof other Philip Morris brands among 18 year olds will 
allow PWfpfp Morris to continue.to gain from the aging process 
even ifNtexlboro stablizes (total Philip Morris' share of 18 year 
olds ingjgeased by 2.9% from Spring to Fall 1979, vorsus Marlboro's 
increase^! only .91). 

\ • "i . 

Lorillardfn^rly breaks even in terms of the aging process. In 
Fall 1979 i£Host .02 share points due to aging, and lost .01 
share points -in Spring 1979. While Lori Hard is gaining share 
among 18 year olds, it is also gaining share among the 50+ age 
group, thua..pausing the effects of aging to wash out. Newport 
' has a positive effect on Lorillard in terms of aging (it gained 
.08 share points in Fall 1979), but it is neutralized by losses 
from othe^borillard brands. ^ 

• American and Liggett •£ Myers ere both losing share points due to 
the aging process, although their rates of loss appear to have 
■' stablized. 

American has the largost loss of any company (.18 in Fall 1979) , 
which is traced to its very low share among 18 year olds coupled 
with its high share among the 50+ age group. 

- Liggett also has a very low share,among 18 year olds, but its 
losses (.08 in Fall 1979) are somewhat offset by a low share 
among the 50+ age group. 
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Key Findings and Tronds » (Continued)■ ; 

• BiW, while gaining share in 1975 (.06) duo to aging, is now 
losing share due to aging, with a loss of .03 in Spring 1979 
and .04 in Fall 1979. The losses ate partially due to a steady 
decline in Kool's share emcing 18 year olds, coupled with BtW's 
stable share among the $0+ age group. It appears that BSW will 
continue to lose share due to the aging process. 
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The purpose of this analysis is. to identify tronds among now 
smokers and quitters# and to estimate their impact on company 
and key brands' share. It is not designed to be used as a 
tool for developing marketing strategiesfor these population 
segments. 

The analysis is divided into three sectionsi 

• New smokers and quitters by demographics. 

• New smokers and quitters by categories. 

• Estimated impact of hew smokers and quitters 
on KJR and competitive companies share. 


.jcy*** * 

The previous report included a summary table on the number of 
new smokers land quittors and their effect*on total Industry 
volume. ^Because there are no data available to suggest new 
smoking apd. ; quitting rates changed from Spring to Fail 1979# 
this tablerhas boen omitted. This table will be provided on 
a yearly^fcr^sis rather than twice a year. 


NOTE: TsFO derfhes a smoker as a person who has smoked cigarettes 

the^past seven days. The number of new smokers and quitters 
t&nd IS^fee over estimated since this definition includes 
smokereajwho "start" and "quit"- several times a year. However# 
the shatg of new smokers and quitters eicross demographic groups 
and companies is believod to be unbiased. Ai a result# NFO 
figures were combined with HEW estimates of the total new 
smokers and quittors to calculate the effect on company share. 
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1. New Smokers and Quitters, bv Pornographies 


TABLE V 


PERCENTAGE OF NEW SMOKERS AND QUITTERS BY DEMOGRAPHICS 
AND THEIR INDEX ^eLatIvE TOTheTR ShAhS r 


1 Of New Sr.oken 

Spring fall 
7 (. 1979 1979 


VjJx&S?*’* 

• )« 0.2 

iltf.Oi 

J< *27.0 

s'.-.l* 


y^"> 


CMCM* 

W 


a 

fKp> 


r«ll Spring rail II Spring rail Spring rail 

im m« -i vjL. im 1 im lot mi mi oiiC mi 


indax of Kav SwoKara* 
Spring rail 


iox cf Pulttora* 
Spring rail 


S d&fvot Ail'O Estimates ’ 
• mas Mni 


* The indexes represent the percentage of New (Quit) smokers in 
the' demographic break relative.to the percentage of total 
smoker«$Tn the demographic break. 


demographic break. 


'-JS 

rr ttey Findings a.^ 

i „ ■ 

’i *Males are *9f4 active than females in terms of both quitters and 
*;■•*. smokers, relative to what would bo expected based on their share. 

In addition, while male's share of the smoking market has been 
* steadily declining, their percentage of quitters and new smokers 
has declined proportionately, still leaving them more active than 
Jj^^emales in terms of quitters and new smokers. 

• The 18-24 year olds are more active than any other age group 
in terms of both quitters and new smokers, relative to what would 
be expoctod based on thoir share. Their percentage of quitters 
did drop in both Spring and Fall 1979 versus 1976, but relative 
to share quitting still remained higher than any other age group. 
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Key Findings (Continued) 

• The 25 and over age groups are relatively similar in their quitting 
and new smoking activities. While there are some fluctuations bet¬ 
ween 1976 # Spring 1979 and Fall*1979# the fluctuations are not . 
consistent enough to indicate any clear trends in quittors or new 
smokers among the various age groups. 


New Smokers and Quitters by Categories 


TABLE VI 

PERCENTAGE OF NEW SMOKERg AND.QUITTERS BY CATEGORIES 




AND THEIR INDEX RELATIVI 


17» UVi 

-riir:n 

-xEjmrqt 

l~VI!ivbr 

#****. 


iOX 
* XJW 


itJwtsov Tar 
n ' 

.,'1 

?HOfc 

PPSavor 


iM«r Tlavor Low Tar,_! 12.0 

tra^Xow Tar 2.2 

' * 

^ Source: NFO Estimates 





—“Spriny 

Tall 

Sprlny 

rail 


1*21 

.mi. 

Ml 

MMZ37.4 

me* 

7.0 . 

6.2 

7.0 

mod 1 - 2 

26.1 

32.1 

32.4 

m; 

21.» 

30. S 

21.* 


25.1 

24.3 

24.* 

MBKI 

^7*6.2 

6.1 

6.2 

7.0 

IS. 6 
me? 

16.2 

IS.* 

12.4 

IS.2 
SSS.8 

1*.* 

14.2 

IS. 2 


, Spriny‘, fall 
J»7» 1*21 

72 II 


JndtK Of Quitter* * 

Spriny rail 
1*7* 1*7* 


* The indexes represent the percentage of New (Quit) smokers 
in the category relative to the percentage of ^otal smokers 
in tho category. 


Findings: 


There is no indication as of yet that the ultra low tar category 
is walking smokers out of the market: relative to their share# 
ultra low tar smokors are no more likoly to quit smoking than 
are fuller flavor low tar smoker* J>r Full flavor.smokers* How¬ 
ever# the low tar category# particularly menthol# obtains more 
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Key Findings : (Continued) 

than its share of new smokers* This may somewhat reflect the 
phenomenon of smokers starting and quitting several timos a year. 
New smokers and quitters by category will continue to be tracked 
in the future in order to gain a better understanding of the 
effect the ultra low tar category has on new smokers and quitters. 


3. 


• i. ,V 


Sh are of New Adult Smokers and Quitters Among Companies 
and Key Brands, and Effect on Share r 

The first table presonts the share of now smokers and quitters 
by company and key brands# and the second table presents estimates 
of the net impact of new smokers and quitters on company share 
of market. 

^ ' TABLE VII 

!V7 


IARE OF NEW A DULT SMOKERS AMD QUITTERS 

fs^ AMQN^coiTOfgS m kfeY' fifiMfog '—' 


<ssk r+* 

vile's ms 

t riot 

1976 

Spring 

Fall 


Spring 

Fall 

1979 

1979 

1976 

J&ZL. 

1979 

c 3 ,r ssssq 

36.0 

34.8 

34.5 

35.5 

34.7 

36.5 

Jr WINSTON J'w 

wf SALEM 

13.0 

11.9 

13.3 

13.5 

13.3 

10.7 

10.0 

11.4 

10.1 

11.3 

10.5 

12.5 

~F. Morris ; 

*' :t Marlboro FSfnf 

25.1 

26.2 

36.7 

23.2 

26.4 

27.6 

13.9 

14.2 

20.8 

13.1 

13.2 

15.8 


11.6 

9.6 

7.5 

12.0 

11.4 

9.6 

a w 

13.4 

13.0 

8.4 

14.3 

11.9 

9.8 

Kool 

t 

8.2 

6.5 

5.7 

7.6 

5.9 

5.4 

Lori Hard 
'•Newport 

10.3 

13.0 

11.5 

10.5 

12.7 

14.3 

1.0 

1.6 

1.8 

1*2 

1.1 

1.7 

Liggett a Myers 

3.1 

2.9 

1.4 

4.4 

2.7 

2.1 

Total 1 New/Quits 
(Millions) 

1.8 

2.1 

2.1* 

3.1 

3.4 

3.4* 


Source: NFO Estimates 

* Because no new data was available to suggest otherwise# the number 
of new/quits was assumed to romaih the lame fromSpring to Fall 1979. 
Share for Fall 1979 was provided to illustrate how sharo has Shifted 
between companies and brands from Spring to Fall. 
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TABLE VIII 


EFFECT OF NEW SMOKERS AND OUITTERS 
ON"~5>IARfe 6F MARKEt ‘ 1 


RJR 

1976 

=75? 

Spring 

1979 

"=~.T4"’ 

Fall 

1979 

“ IT 

P. Morris 

+ .08 

+ .05 

+ .30 

American 

+ .02 

-.05 

O 

• 

i 

B & W 

+ .03 

+ .12 

+ .07 

Lorillard 

-.05 

-.09 

i 

• 

(S3 

O 

Liggett t Myers 

-.04 

+ .02 

0 


A* 

Key Findinc 


sourcei 




Estimates calculated based on number 
of New/Quits, rate per day, and share 
of smokors. 


^Co^pan y share,was not significantly affected by new smokers and quitters 

- • it* 1 * < ^ — i a . « nea — _ _ 


either 19^TJr Spring 1979; however* in Fall 1979 there were some 
^majon sKlfts ^n new smokers and quitters between companies, generating 

la rger gainsWKffl larger losses for some companies. Another reporting 
R T|jyriod is ne«M*ry to determine whether the changes are significant 
Tend indicate rpjjg-term trends for the companies. 

.. j • RJR jL££t .16 sharo points in Fall 1979, versus a .04 
•«<* loss in .share in both 1976 and Spring 1979. The in- 

creaSi*M!n loss was due to both a decrease in new smokers 
and »(tt*>ncrease in quitters. 

•:yrm i . 

• P. mSfR's gained .30 share points in Fall 1979 (versus 
.05 in Spring 1979), primarily due to surge of new smokers 
to Marlboro. 

~- • Lori Hard lost .20 share points in Fall 1979 (versus .09 in 

£,,^4 Spring 1979) due to both a decrease in new smokers and an 
increase in quitters. 

e American, BtW and Liggett 6 Myers have all been relatively 
stable in terms of their gains/losses from now smokors and 
quitters. 

If you have any questions, ploase call. 

Kay Duffy\ 

cc: Mr. S. R. Porry 

- 13*- RJM 067388 
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Mu^sie<%sc5 


inter-office correspondence 


R. J.Reync'ds Tobacco Company 
Wswsn-Safem. NC 27102 


► 

f 


July 22* 1980 


70s Mr. E. A.‘Kozrig&n, Jr. 

i -r’f ;" 

from: C. H. Long 

SUBJECTS HDD Report on teenage Smokers (14-17) 


Ml£& 


EXHIBIT NO. 


M. SANTA 



Attached' is a MOD report covering the aforementioned subject. 

Last January* a report was issued pn this subject that indicated . 
that Philip Norris hid a total ahare of 59 among 14-17 year old 
smokers*” and specifically* Hejrlboro had a 52 share. This latest 
report.indicates that Philip Hbrrls' corporate share has increased 
s by about“4 points; however* Marlboro remain* the same at 52. 

v. importantly* the report further indicates that RJR continues to 
gradually decline* and between the spring and fall 1979 periods* 
RJR's total share declined frott 21.3 to 19.9. 

. t-p* ’ 

~ Hopefully* our various planned activities that will be implemented 
this fall will aid in some way in reducing or correcting these 
trends; * ,f 


• i • !;'• • 

GKL/bb 

Attachment 
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/oj 


EXHIBIT NO. 

M. BA NTA jM? 




TOs 

FROM: 

SUBJECT] 



ng-Inoidenoe and Consumption 


o 

[■H 

& 

Iwasa^Thl* Is a foj&ovjup to ths nemo I sent you earlier that dealt with teenage ■ 
O'smokers. . Dafcp_Ai{gust Is doing a resouroe oearoh for existing data pertaining 
to Incidence ^! consumption among youth ago ,12-17. 

I've taken h^fij'ndings one atap further and attempted to quantify tha 
►^consumption figures to relate then to the fao tor you use to reduoe the MSA 

Q 

K ^X ot a l Population 12-17* 22,155,000 

•P-l ^kera age 12-17 <12.15>M 2,680,755 


-ffi 

o 

9 

T3 

O 


k ma < 

*PeTTy 




ToUl 


rf a paok or less 
One< pack 
Hore than one peek 


Adjusted 

# of 

Cigarette 

Total 

I , 

Smokers 

Weight 

Plgaryytes 

73.5 

1,970,355 

5 

9,851,775 

20.8 

557,597 

jgLMl 

20 

11,151,980 

100 M 

aa 

^58^090 

2,680,755 

25,587,805 


’Total MSA Voluae - 1981 
Vo lume attributed to youth age 12-17 

Youth as a 8 of total 
Current MSA Adjustment (.9878) 


* 565 days 9,339,5*8,825 

626,500,000,000 

9,339,588,825 

1 -*»9lf 

1.1608 


. 1 


NOTEi Sources * Annual Census Projection • July 1981 

•• 1979 National National Institute on Drug Abuse 


JDW/J 

ec: Martha Abbott 
Fran Creighton 
JanIs Robertson 


Midge Barnes 
VUnda Mabee 


V" 

o 

w 


l/ w 


Uif M><|| A* aminK Cwetflia lie, Wt« Mt.feive VI Mill. *„»«. C<tm\on. Ntrth CwtUoi IMOt. TetesheAe lit IK4TW 


3 


3 

c 

o 

J 

1 

I 

o 

u 

J 

j 

H 


N) 


00 

<S> 

cn 
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WviS 
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l/J 

EXHIBIT NO..^ 

M. BANTA 444; 


r 1 "•*’*TiCv*r 1 t. 
a « ■ • muTv#' riwi 

V* pt.*' n « *• * 


.♦ !;'•*’*•• \ * r -ic 

. ---*■ >*•/."-;.f 

■..*.,. '' ^1*4 


*r. RlakaalC. toM) ——— 

tita RllMtMt^ IM< .•■ ■ , ByuiRIT I 

ItllMll f M UiOt Wr EXHIBIT I 

Ml NieMtM (tract, i.t.. 

AtlMU* «m«U MM) - . M. BANTA t 

> V-—— 

tMa li U iMiin 4n UltyMM IInniIm •( daly 1, (a «Mck 
wc *fc«*4i 

!• f* Amltf Milll MiM M if* fiwylMi which ara nr* 
canalttaat'with rtyMUM iMtMm m mt> 

«kld| MMIM the initial oondltlana far AC041t. TM br«*k* 
will Ml 41*1?, JI-34, IM4 f )t*4(, 4M4, and 11*. 

• v • •'» Aj» • n , .IC.'AJ) * ,» . I • . •• . > 

l< • To dtralaf mr MMI batallna aalaf thla acanarlai 

a iMUtMf.iaintr'ltf area 11*19 and lt -14 art aaaaacd tn 
: alma to Identical ta im 19(9 Initial «al**i. Par 
. tranlaa.ia .that<lf natainr bad chanted alaca l» 4 », y*«yU 
world dawalea aaoktae behavior pattaraa aa tkay did In 

•7 '•§•$•*.* *V *.V k r *' : — -f i- d 

' *3i. a .*'''■ ; • ■ * 

a IlMf (aw yaatla atart aaoklnr altar ara 14, wa will 
awma Oat tiwideaca raaalaa (tar# aa a ftaaa #a«a pant 
ti> (tha (allaif 4a iaaldanaa at aldaT amr la traaaned 
ta hr a fra ct ion at tha namtlwa faatara wa ara taaklna ta 


a tiara (aw #amla atart aaaklnt .altar am l<> wa will 
turn Oat tatidaam rmalaa (land aa a ftaaa no »*i 
ti> (tha (alptl 4a iaaldanm at aldaT amr i» ytiim 
MM afan tt im a( Or namtlwa faatara wa ara taaklm 
comlrta ta aoaiwpuoa). . 

a ft tfitarV'tlidit anoint' rata fallawa a <*14(0 cycle* 

' HtUrt, if mmarlnt aeweral aariada rfdau. l Raw a 
attamtad ta milimta Ola fattam 4a Oa am^pralda 
rataa aamilad (ar II41<. wa will ilia* that aaakara 
alwira iiaft fata aeaardlm ta Owir am* 


3. Oat Oa laltlal MM walofa which will drtwa Or accmix 
aeonarla arat , . 

fnrtocMcr «« ru »y 
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Nr* Michael C. Benkel 
July 8* 1912 
Pig« Two 


* ft??* Initial values would predict consumption of 

Iceaparad to our shipment • baatd 
astlaata of.512,667* Given our agemxx acanario and thaaa I 


and thaaa 2 


A0 ®*5X.8^V*tlona by using currant parlod 
population, rata* and inoidanoa wherever possible, rathar 


•• -•> 
• ■ > 


. accurate wherever we can and at least know tha 1 Italy aouroa 
>. of .any.variances • thatoccur. Oalna currant parlod population 
requite* population figures by Individual yaara of age, which 
you have'available for all neoessary agaa except aga 64 1 we 
, f>.vlll}.aaa«M that female64year-olds comprise 18.7% and males 
TV*T^18;2t>W these'respective 60-64 yaar to tala# baaad on tha 
1965'government estimate* 

• •: v; Jv - 

$» .ThatiWian your bill arrives, va will hold it until tha model 
. is^satisfactorily completed-* 

' ijaiilookibgs forward, to oar day together on July. 12 to go over 
.... currant progress in da tall* X am alao holding tha 16th opan If . 
. .wa^need more.work aaaalon* X believe we vara still to work out a 
date for our management presentation* 

;•• •: • 

Call If Scan help. 

. •. . •***' 



•. 4 . Diane, 8*.,.Borrow#... 

... ;NAwariwXAoevrLOPKaix ,depawhbwt 



«*• •• * *• 

**• * -i\ • »• *••.*#. 

# 

■. j. .» • 4*» v# ' 

V; “ '.'V*'' . , 'viftM * • 

'' 

*'*•* *»*/*•*••.♦ 
*• • ♦ ’v,}* .** *••• • 



• • *•.*>. ** - 
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TO: 

FROM: 

SUBJECT: 


Mr. P. E. Calyan 
O. S. Burrows 


September 20, 1982 





ESTIMATED CHANCE IN INDUSTRY TREND FOLLOWING FEOERAL EXCISE TAX INCREASE 


Background 

In 1981 the National Bureau of Econoslc Research published two econoaetrlc models 
linking cigarette prices to incidence and rate taong specific<afe/sex groups. One 
related to adults 20+. the other to teens 12-17. 

A major iaplication of these models was that young people are very price sensitive. 
The models indicate that: 


a Incidence among 20-25 year old sen has a ifrice elasticity of *1.28. If 
prices were 10X higher, 20-25 sale incidence would drep 12. 8X. 

• Incidence aaoog 12-17 year olds (sale endfesale) has a price elasticity 
of -1.19. If prices were 10Z higher, 12*17 incidence would be 11.9X 
lower. 


Analysis 

Whale changes in ■incidence aaong other groups say ‘'step down" the Industry trend, 
reduced Incidence-is-this group lsplles that there will be fewer new smokers entering 
the market. Since, the Industry.growth rate depends on new ssokers, losses in these 
groups can change the direction of the Industry trend. 

Three HEW studies show that alsost all said ssokers start before age 25, following a 
consistent starting age pattern. 


« sbult mx SOOJS Sr mtTN esc 
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Hr. Calyan 
Page 2 

Septeaber 20, 1982 


Analyale (Continued) 


Thle pattern laplles that If a sale la to becoae an adult aaoker, It la probable he 
will have alerted by a certain age. 


Cuaulatlve Probability 
X Starting Of Starting 



By Age 

After 

12 

8X 

922 

13 

12 

1 88 

14 

19 

81 

IS 

29 

71 

16 

42 

56 

17 

56 

44 

18 

68 

32 

19-20 

83 

17 

21-24 

94 

6 

' 25+ 

100 

r .v - ■ 


Median Starting Age • 16.7 (SOiSO Probability) 


If a aan has never looked by age 18, the odda 1 are three-to-one he never will. By age 
?*•, the odda ace twenty-to-one. 

This pattern ale* yielda eatlaatea of Incidence and new aaokere aaong young aalea, 
baaed on 16-24 aale incidence • 


Cuaulatlve 
X Starting 


Index 


Caiiaated 


New Saokera 


12 

8X 

9 

2.6X 


13 

12 

14 

' 3.9 

1.3X 

14 

19 

22 , 

/ 6.2 

2.3 

15 

29 

33 

; ■ 9.4 

3,2 

16 

42 

48 

13.6 

4,2 

17 

56 

64 

18.2 

4.6 

18 

66 

78 

22.0 

3.8 

19-20 

83 

95 

26.8 

2.6 

21-24 

94 

108 

30.5 

.9 

18-24 

87 

100 

28.2* 

1.7 

•Tracker 

Induatry Analyala, 

1981:4 
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Mi. Calyan 
Page 3 

September 20, 1982 


Analysis (Continued) 

On a trend basis, excluding price effects, ve would expect ihese new smokers to atari 
in 1983. However, baaed on the National,bureau of Economic Research elaatleltlea and 
an estiaated 13.IX Increaae in the real price of clgerettea during 1983*, the nuaber 
will be lower. " * : 

Estimating the loss among teenagera of both sexes** and males 20-24 (per the National 
Bureau of Economic Research price aodel), we find i .. 


_ X New Smokers Thousand a Of 

Age Trend Price Model- Difference New Saokers Lost 



12 

- 






13 

1.3X 

1 .IX - 

• 2T 

7.1 

• 


14. 

2.3 

1.9 

.4 

14.2 



13 

3.2 

2.6 r 

.6- 

21.1 



16 

4.2 

3.4 

.8 ' 

26.5* 



17'. .. 

4.6 

3.8 

.8 

29.4 

• 


18 ‘ 

3.8 

3.1 

.7 

27.4 



19-20 ' 

2.4 

1.9 

.3 

31.4 



21-24 

.9 

.7 ; 1 

.2 

16.8 





unf. 

TOTAL 

173.9 


. .% 

night 

cent Federal 

Excise 

Tax increase dr 

equivalent manufacturer 

Increases, aver- 

age 2£ 

per pack state tax 

increase, and a 

Manufacturer 

increase of 

$1/M mid-1983. 


**The male lncldence/age patterns ere reasonable. ;f or feaaleteenagera since HEW 
indicates feoalars 12-17 have slightly higher incidence.but-also slightly higher 
star ting ages (sutdlan • 17.1 years versus 16*7 for males). 


Conclusion y 

If these new smokers had averaged only te& cigarettes a day, they would have 
,:v . accounted for 603 million cigarettes in 1963 or about .IX of Industry. 

Some of these people may later choose to start saoklng. However, for those 17-23, 
the odds are against it. If we estimate that>6nly half of the new smokers 17-23 are 
permanently lost, the loss to Industry by 1987 would still amount to .IX. 


w 

o 

a* 

* 

U 

K 

W 

# 

u 

MjM 063iaa 


http://legacy.library.ucsf.edu. / tiJ/*rq07;:00/pdfo.industrydocuments.ucsf.edu/docs/ytgl0001 


51121 8059 




Mr. Calyan 
P*ge <• 

September 20, 1982 
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ARE YOUNGER ADULT 
SMOKERS IMPORTANT? 



RJM030523 


http://legacyJibrary.ucsf.efi^i^ar<J|OfpaQCWpfflWv.industryGlocumerits.uCsf.edu/docs/ytgl0001 


1908 I3Z.IS TU1S DOCUMENT IS SUBJECT TO STIMULATION AND COURT ORDER DATED APRIL 23, t»93 

AND SHALL NOT BE USED, SHOWN OR DISTRIBUTED EXCEPT AS PROVIDED IN THE 






In the Younger Aoui T Smoker Opportunity Analysis, we icarneo • • 


)• IWIML ^JDlSLiKLUilASSLi-OL-m 



fUBYAS - IhOSC VOUNG.fR AOULTS WHO ARC ALREADY SMOKERS RUT 
HAVE REACHED THE STAGE OF CHOOSING A flRST USUAL 

Brand* (First Usual Brand Younger Adult Smokers) 

Switchers - Younger adult smokers who have already chosen a 
First Usual Brand. 


*•• AND THAT LUBYAS. NOT SWITCHERS, HAVE ORIVEN THE SUCCESS OF 
THE KEY ftRANDS Of THIS CENTURY. IhEY ARE LEADING INDICATORS 
Of GROWTH AND decline. 




HtNS.lON 



RJMO3058* 






“ T,MS DOCUMENT IS SUBJECT TO STIPULATION AND COURT ORDER DATED APRIL 23, tWJ 

I AND sfclALL NOT BE USED, SHOWN OR DISTRIBUTED EXCEPT AS PROVIDED IN THE 

COURTS ORDER. 
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Strong performance among FUBYAS smokers is critical to long 

TERM SHARE in THE TOTAL SMOKER MARKET, FOR BOTH BRANDS AND 
COMPANIES* 


Although switching can be important in the near-term 
market, loyalty .and thus FUB smokers, are the driving 

FORCE OVER THE LONG TERM. 


S 
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‘ ,; t Brands/Companies which are overde ve loped among FUBYAS stEg fc o 

P S g 


TO GAIN SOM EFFORTLESSLY YEAR AFTER YEAR, EVEN IF THEY 
SUFFER DRAMATIC SWITCHING LOSSES (E.G •, MARLBORO). 


in 


Brands/Companies which are unde rdevelopxd among FUBYAS 

MUST CONSTANTLY WORK WARD TO ATTRACT SWITCHERS *' 

THESE NEARLY IMMOVABLE LOYAL SMOKERS. 
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QUESTION 


ARE YOUNGER ADULT 
SMOKERS IMPORTANT 
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Younger Adult Smokers -* FUBYAS •• are * 

BECAUSE 


to RJR 


« DESPITE STRONG SWITCHING PERFORMANCE YEAR APTER YEAR.. 


**■ r $ 


•Mr 


MPf> MPT SWITCHING 18 

♦ 1979-81 

im ism 

RJR 
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♦ .L2 *.39 

PM 
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■* . -.95 

Gap 
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♦•18 . ♦»82 [ 

. RJR'S TOTAL 

SMOKER 

SNARE HAS NOT KEPT PACE WITH PM« 

TRACKER IB* 

m a 

. im 

1981 13&2 i9&3 
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52.7 
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32-1 32.8 32-7 
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REGENA Ci PASTERCZYK 

Employment History at 
R.J. Reynolds Tobacco Company 



1/1984 

Marketing:Research Analyst 

11/1984 

Marketing Research Analyst 
(Now and Vantage) 

1/1986 

Senior Research Analyst / 

(More and Sterling/New Brand Research 

7/1987 

Assistant Marketing Research Manager 
(Now and More) 

7/1988 

Marketing Research Manager 

(Winston and Vantage) 

* 

9/1989 

Marketing^Information Manager 
(Vantige, More, and Now) 

8/1990 

Senior Information Manager 
(Vantage, Mere, and Now) 

8/1991 

Senior Information Manager 
(Camel) 

11/1994 

Senior Brand Research Manager 
(Winston) 


■ l 


http://legacy.library.ucsf.efljgyttid/«rd(13l^aQQi/pffiWv.industrydocuments.ucsf.edu/docs/ytql0001 


51721 8066 










T(jyyi2p r ‘ D. W. Grout 

wr. M. L. Qrlowsky 
mmmr. H. J. Leeffeog 



FROH: R. C. Pastercsyk 




cci Hr^ C. H. Long 

Mr. L, W, Hall, Jr. 
Hr. R. Angluoli 
Hr. Y. W. Ford 
Hr. G. Novak 
Hr. J. T. Wincbrenntr 
He.S.A. HacKlnnon 
Hr. C. W. HcKanna 
Hr; J. R. Shoatak 
Mr. A. 1. Barnett 
Hr. G. T. Baroody 
Hr. 0. F. Pearson 
Hr. R. D. Sherrod 
- Hr. E. J. Fackelman 
Dr. J. L. Gemma 
He. E. N. Monahan 
Hr. J. R. Hoore 
Ms. 1. P. Habee 
HDIC 


PUBLISHED BY THE MARKETING DEVELOPMENT DEPARTMENT 
R.J. REYNOLDS TOBACCO COMPANY, WINSTON-SALEM, N.C. 27102 

RJR465B76 


*, 01 ?% * 902 . 

ro.in «r«« tmo 


http://legacyJibrary.ucsf.efl^D^ard|OgaQCVp<aWv.industrydocuments.ucsf.edu/docs/ytgl0001 


51721 8067 













KEY TREKPS AMONG TARCET ACE GROUP SMOKERS 
' (MPD #83-32101) 


MANAOOffyr SUGARY 


PURPOSE AND BACKGROUND 

This report suoaarlxes long and abort tern trend* aaong younger adult (18-24 year old) 
and establlahed adult (25-34 year old) aaokere. 

Although the alee of population, sacking Incidence and ahare of total saokers for 
younger adult* have been declining, thl* group will raaaln laportant because only St 
of saokers start saoklng after age 24, 1h* strength of a brand aaong younger adults 
will yield growth In older age groups as these aaokara age, 

within the younger and estsbllshed adult groups, feaalea and Blacks are becoming In¬ 
creasingly laportant subgroups, Ihe tola of feaules la gaining laportance because 
their share of total adult saokers and conduction u rising. The importance of 
Blacks la evidenced by their population growth. 


CONCLUSIONS ■ 


Younger Adult 




e RJR's ahar^WMbeen declining aaong younger adults. CAMB/haS been growing aaong 
younger admits* while WINSTON and SALEM have had losses. 

- (e!?W^) has been successful in reaching younger adult sales and is growing 

within tfirpTubgroup (froa 4X in 1960 to St in 1983). 


WINSTON haa &en declining both long and short torn aaong yowgar adult* (froa 8X 
in 1979 i**# In 1983). 

-i. 

SALEM, FbMagjlsrgtst brand aaong younger adults (8X), ha* boon declining due to 
weelmess ia^g younger adult Bldeks.' ' 


e Philip Morris and torlllsrd #re the only growing coopanles within the 18-24 year old 
asrket, and their strength results from the growth of Marlboro and Newport, respec¬ 
tively. 

- Marlboro accounts for 4IX of the younger adult saoker asrket and is doalnant aaong 
non-61*cks. One-half of aalea and one-third of feaalee within the younger adult 
market eaoke Marlboro. 

- Newport has grown to bscoas the sseond leading brand aaong yowgsr adulta (9X) as 
s result of Its dominance aaong younger adult Blacks (36X). T\»-thirds of 
Newport's growth since 1960 is attributable to its growth aaong younger adult 
Black*. 

* Other coapeny findings were: 

- B4W has lost half its share af|yo«sgar adult* since 1979 (ffroa 16X to 8X) due to 
tool's losses. Other B4W brands are flat to declining. 


- Both American and L&M are.tnderdsveloped and havri little presence In the 18-24 
year old market. 

RJR46587/ 
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* RJR's growth brand among established adult* is CAMEL (ax. KF), which ha* exhibited 
both long and abort tern Inert**** among males (to SZ). 

* Philip Morris dominates the c*tabll*h«d adult smoker market dut to Karlboro (25k). 
UH and Merit have also contributed to fttlllp Morrl*’ growth In thl* group. 

* LoriUard has been declining among established adult* due to decline* on Kent. 
However, Newport ha* grown from 2X to it between 1979 and 1983. Al*o, Satin 
achieved a .8Z *h*r* aaong 23*34 year old females in 1983. 

e New entries, e.g. Satin, BRIGHT, and UH Deluxe Ultra Lights, have reached 23-34 
year old cookers and aay have potential lor further growth. 

" s m»' Purchase Pattern* 



* Aaong younger and established adult*, convenience-oriented shopping behavior 1* 
becoming core evident. 

- Convenience stores led all outlet* aaong younger adult* <25X) and service station* 
are *l*§g|y n dlng up. Both outlet* are growing aaong established adults a* well. 

- Pack purcSSe* have been growing since 1981 and dominate the younger adult aurket • 
(71Z). jmuck purchase* are also growing aaong established edults (S3Z). 

IMPLICATIOI??* 1 *^ 

Y ;■** 

• MMs leagdLtfe need la to strengthen its position aaong younger adult* to ensure 
ttataicoapgiz^,future development aa these smoker* age. The key subgroups in the 

»MMK* r eSS/t market that RJR needs to address art faaales and Blacks. 

- RJR has now yet successfully addressed. the wsnts of younger adult feaalss. 

CAMS. Js^jjmorming wall among younger adult Mias, but non* of RJR’a 

. establi shed* brand* la challenging Marlboro's dominance of yowger adult 
feaaleiPMInds with broad-based appeal to younger adults or brands 
speciflca^y targetad to younger adult females are needed to ensure RJR'a 
future gfSSuah among feMle smokers. 


'mr 

rmt 


- RJR needs to bolster its position among younger adult Black*. Thla group la 
th* key to Newport's growth trend, but Is a declining group for SALEM. In 
addition to providing support for SAUM, RJR (sight consider other alterna¬ 
tives that appeal to younger adult Blacks' overwhelming preference for 
menthol (09Z). 

* RJR should continue to pursue * strategy of building strength among 25-34 year old 
saokers. Although smokers 25-34 are less likely to switch than 18-24 year olds, 
they are a large smoker group that can provide an opportunity for continuing growth. 
STERLING My help bolster RJR'* position in this age group. 

* To reach younger end established adult smokers, RJR should continue to pursue pack- 

oriented promotions in convenience score* and service a tat lone. Most of RJR's 

brands would benefit froa these activities, including those targeted to 25-34 year 
old smoker* — WINSTON, VANTAGE and MORE. 


RJR465878 
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EY TRENDS AMONG 


TARGET ACE CROUP SMOKERS 


Younger Adult« (18*24 Year .Olds) 




Because smoking Incidence has declined over Che leet four years and 
population site has remained flat* the younger adult group now 
accounts for a smeller proportion of smokers end consumption than It 
did four years ago. Nevertheless, because younger adult stokers are 
the only source of replacement smokers, they will continue to be an 
loportant smoker segment. 

lo^ifnce among younger adult femajles la dropping at a slower rate ‘ 
t ffiTT or males. Aa a result, the proportion of consumption 
ecapKted for by females, although dropping, Is now approaching that* 
ofluilts (62 versus 7*).. 


Year Olds 

^Fjgulatlon (KM) 
~*jloklng Incidence 


Total 

lF*0 1983 


Male 
to 1983 


Female 

i960 1982 


jjOumber of Smokers (MM) 
E^ dult Smokers 
sp#f7dult Consumption 


30.3 

30.1 

15.3 

15.3 

15.0 

14.8 

* 33 

29 

34 

29 

32 

29 

9.9 

8.7 

5.2 

4.4 

4.6 

4.3 

18.3 

16.6 

9.5 

6.4 

8.8 

8.3 

15.5 

13.8 

8.7 

7.4 

6.6 

6.4 


ejdSfdls underdeveloped within the 16*21 year old age group, which 
represents only 1IX of RJR's total smokers. The company's share 
continued to decline among younger adults In 1983, dropping over 
two share points from th#1982 level (from 232 to 211). The de¬ 
cline resulted primarily from SALEM's losses among males, females, 
and Blacks, and WINSTON'S Ibises among males. 

e Philip Morris Is well developed among younger adults, with 282 
of its franchise! concentrated In this group. Furthermore, the 
company's share of younger Pdults has Increased from 542. in 1982 
to 582 in 1983. The gain among miles within this group was partl- 
cularly strong -- over six points (from 522 to 582). The 
company's strength is Attributable to Marlboro's continued growth 
and the initial success of Flayers within this group. 

e Lori Hard la well developedPmong younger adult smokers, and Its 
share rose 12 In 1983 (to 112). Significant increases resulted 
from the strength Of Newport among females and Blacks, which more 
than offset Kent's declines. 
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8. Coapany Perforaance (Continued) 

• Brown 4 Villleaion la underdeveloped aaongyounger adult* and lta 
downward trand aaong both aalea and feaalea continued in 1983. 
Since 1979, the coapariy ha a loat half lta ahare aaong 18*24 year 
olda, dropping froa 18? to 8?. The decline la prlaarlly beeauae 
of Kool'a loaaea. 

# Aaerlean'a decline aaong younger adulta flowed In 1983 aa Carlton 
and Lucky Strike began to rteblllfe. However, the coapany la dra- 
aatlcally underdeveloped.within thla group. 

e Liggett 4 Hyera la alao aeverely underdeveloped aaong 18*24 year 
olda. The coapany la trending flat, but ahowing aoae vitality due 
to generlea. 
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Seiniwt and Brand PerfOraance 

*sm j 

i. mtuii* 

Virile aegaent continued aa the largeat (SIX) and aoat well- 
tfWeloped aegaent aaong 18*24 year old aaokera, and It continued 
/ra—grow. Strength of th# aegaent la aaong aalea (63X), but the 
lyaent la alao trending-up aaong younger adult feaalea (froa 
*91* in 1979 to 39X .1983). 

a Marlboro continued to lead all branda aaong 18-24 year old 
aaokera (41X) and accounted for the aurge within the Virile 
aegaent. Marlboto'a ahare aaong younger adult aalea Increased 
alx ahare polnta in 1983• to 49X. V 

a CAMEL (excluding HP) la well developed and trending up due to 
lta atrength aaong younger adult aalea (SX). 

e WINSTON la underdeveloped aaong younger adulta and experienced 
a abort tera -decline in 1983 (froa 7X to 6X> prlaarlly due to 
a loaa within the aale aaoker group (froa 10X to 7X). 
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C. Segment and Bund Performance (Continued) 

2. Coolneee 

The Coolneee eegaent ranke eecond «»ong 18-24 year old eaokera 
with 24X. The eegaent le etronger among feaelee (28X), but it 
it declining eaong both aelee end feaelee. The Coolneee eegaent 
la eepcdally etrong eaong 18-24 yeer old Heck eaokcre (72X) 
end la atable. 

e Newport la well developed eaong ,18-24 yeer olde end eurpaeeed 
both Kool (7X) end SALEH (8X) to becoae the leading brend in 
the Coolneee eejgatnt^iih 92. Younger edult feaelee contri¬ 
buted eignlficentiy to the rleer The brand'e ehare of thle 
group lncreaeed from 8X in 1982 to 10X In 1982. 

Aeong 18-24 year old Black aaokera, Newport increeeed draaat1- 
cally in one year froa 28X to 36X end ie equally preferred by 
Black aalee end feaelee within thie age group. The brand 
loagflurpaeaed Kool (22X) to becoae the nuaber one brand eaong 
»unger edult Blecke. 


***** 
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*V~*bol hae average development among younger adulte, but lte 
pg|)vnwird aluap continued. The brand hee loot aore then half 
lte ahare elnce 1979 (froa 14X to 7X). The drop hee eleo been 
■ r ^gnificant eaong l8-24:year old Blecke (froa 35X in 1980 to 
in 1983). 

'SALEM, JUR'a lergeet brand eaong younger adulte, declined froa 
in 1982 to 8X in 1983 due to loeeee within both aele end 
aaale eaokargroupe.Slgnifleant deelinee were aleo regla- 
■.[tered eaong 18?24 year old Ilacka, froa 19X in 1981 to 14X in 
H9 83. The loee aaongBlaek feaelee wee aoet pronounced — 
7!* n li vt t here pointe in one yeer (21X to 16X). 



♦-•RIGHT performed well eaong 18*24 year old feaelee. 
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C. Segaent and Brand Perforate* (Continued) 

3. Stvil»h 

The Stylleh aegaent continued to rice eaong younger adult* 

(13X). The aegaent,la auch atronger aaong fcaale* (21X), but It 
alao Increased algnlflcantly aaong aalea {ffoa 3X to 42). The 
aegaent la atrong aaong younger adult Black* (17X), particularly 
Black feaale* (22X), but la ahowing algna of aoftneaa. 

e Virginia Sllaa la vell^evelopcd and it the largeat brand 
vlthln tha younger adult Styllah aegaent ($X)» The brand'a 
atrength la aaong f*aal*f (UX), but algna of aoftneaa were 
evident In 1983. The brand alao experienced aoftneaa aaong 
younger adult Black feaalea (froa 7X in 1982 to 6X In 1983). 

e MH'a trend aaong younger adulta flattened In 1983 at SX. The 
brand wa* alao flat aaong 18—24 year old Black* at 1IX. 

: ^»J40R£ la trending up aaong younger adulta; however, it retain* 
^“•Underdeveloped. The brand declined aaong 18-24 year old 
~"^PB l«ck» and now ha* leia than IX. • 

^^*The younger adult aaoker group la Playera' atronghold, partl- 
^"'"tulariy younger adult aalea. Over one-quarter (26X) of lta 
r Mfranchlae la younger adult aalea. 
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Total 

Total 

36 

33 

29 

100 

Hale* 

26 

24 

13 

63 

Feaalc* 

10 

11 

16 

37 


* Satin reglatered a O.SX *h*r* aaong younger adult feaalc* In 
lta flrat year on the uarket. 
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C. Segwent «nd Brand Perforatnc^ (Continued) 

4. Moderation ’ 

The Moderation tegaent it down aaong both aale end feaale 18-24 
yeer old*, which it e change froa itt previously flat trend. 

The tegeent it underdeveloped within thia deaographle group. 

# Herlt het everege developaent. It it trending flat long tera 
but hat eroded recently due to declinea aaong feaalet (Iron 61 
In 1982 to 5X In 1983). 

# VANTAGE it underdeveloped and declining aaong younger adultt. 
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S.< O^fcerned 
' '’*90 ‘ 

—Concerned segaent it underdeveloped (2.4X) and continuing 
jJfTt downward trend aaong 18*2* year aide, priaarlly because of 
^tvMet aaong feaalet (froa fX in 1982 to 3X in 1983). All 
fcggitdt within thi# eegaent are draaatlcally underdeveloped and 
"*al^ have lett than IX thate. 

SfWelay it flat, while Kent, Carlton and NOW are declining. 
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C. Seitacnt and Brand Performance <Continued) 


6. Savings 


The Savings segment la underdeveloped aaong 18-2* year old 
aaokcrs. 





Traditional segment continued it* history of low developaent 
jsm low share among 18-2* year aide, Although the segment haa 

Mg „^5i*n flat among sales, females registered declines. - 
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0. Purchase Patterns 

1. Pack/Carton Purchases 

• Younger adult snokers raisin predoninantly pack purchaaara, 
with pack purchases on tha upawlng alnca 1981. Pack purchases 
reached their highest level in 1983. 


Pack/Carton Purchaaea Anon a 
18*14 Year Old Smokers 
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Pack/carton ratio 
Pack developnent index 


tlet Choicea 
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1980 1981 1982 1983 

88/39 61/39 70/30 71/29 
174 169 184 173 


S*~Cohvanlance stores and aervlee stations are growing outleta 
younger adults. In fact, convenience stores (23Z) sur¬ 
passed supermarkets (20Z) in 1983 to become the leading outlet 
7" *itong 18-24 year olds. Service stations (18X) follow in third 

^^Keatauranta/bars and liquor stores, although relatively snail 
F~~veluae outlets, are extrsnely well developed snong younger 
Jults. 
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II. Established Adults <25-34 Yeir Oldi) 
A. Background 


mam 

W 

M \ 


As the heart of the Baby Bubble, 25-34 year olda have been increas¬ 
ing in nuaber. However, because Incidence ha« declined, the nuaber 
of aaokera in this age group h*s been flat, The proportion of adult 
eoneuaption accounted for by thia group has alao been flat. 


Incidence aaong 25-34 year old females haa not declined a« rapidly 
at it haa aaong 25-34 year Old aalea. Conaequently, feaalea 25-34 
account for a alight,ly grpatet proportion of consumption than they 
did four yeara ago, while aalea account for about the aaaa pro¬ 
portion. 


25-34 Year Olda 

« ation (MM) 
ng Incidence 
IMer of Saokera (MM) 
lUIdult Saokera 
^g^lt Conauaptlon 

idttpiiiy Performance 


resale 


JOTT continues to have average development aaong 25*34 year old 
lapKers. The coapany's downward trend atablllced In 1983 aaong 
|cat.b aalea and feaalea In thia age group. Osins for CAMEl, 
BgUHT, and NOW wit hit) thia qaofcer group offset loaaea for 
dPflSTON. 


#«aaMlp Morris la overdeveloped aaong 25-34 year old aaokera who 
raaa esent 31X of the coapany!* franchise, Thia la Philip Morrla' 
^fSxaeat aaoker group, The epapany la trending up aaong eatab- 
llahed adulta, with‘strong results In 1983 aaong both aalea and 
feaalea (42E for both). Contributing to Philip Morris’ growth 
were Marlboro and Players aaong aalea and Merit and B4H aaong 
feaalaa. MH grew aaong 25-34 yaar old feaalea because the Deluxe 
Ultra lights style achieved Its atrongeat results within this 
demographic group (31). 

a B4W is overdeveloped aaong 25-34 year old saokera (at 13X), but la 
trending flat due to sighiflcint short tern loaaea for Kool aaong 
aalea, feaalea, and Sleeks. 

a Lorlllard'a downward trend among established edulta haa stabilised 
due to significant phort tenj[gains aaong feMles. The strength 
of Newport and introduction of Satin contributed to theae gains. 

a American la highly underdeveloped aaong 25-34 year old aaokera and 
declining due to Carlton's loaaea en^ the lack of aoaentua on 
lucky Strike. 
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*• Coapany Perforaanct (Continued) 

• UM la elao underdeveloped eaong eatabllahed adulta. The coapany 
la trending up allghtly bacauee of generica. 
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C. • Sepaean And Brand Performance 

— a ^ r " 1 1 ' -■ ■■- . . 


I. 


■ $ '3KCMI 


: r Tfli Virile aegaent reaalna the largeat aegaent aaong eatabllahed 
\gplte (4)X) and la trending flat overall. The aegaent la up 
g aalea, but declining aaong faaalea. Aaong faaalea. the 
r rlle aegaent la hov In a virtual tie With the Cool ne a a aeg- 

it • ■ ------ 
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jin* 


•Marlboro eontlnuea .goinereaae aaong both aalea and faaalea 
and haa a 2SX abate overall. 


1N8T0N, RJA'a largest brand aaong eatabllahed adulta, experi¬ 
enced slgnlflcint short tera loaaea aaong both aale and feaale 
aaokara. Since 1979* the brand haa loot one-third of Ita 
ahare (froa lit to 10Z>« 

e CAMEL (ex. NT) la jut'* aost well developed brand within the 
25-34 year old group and la growing <4X>. The brand's 
atronghold eontlnuea to be with aalea (St). 
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C. Secaent and Brand Perforaance (Continued) 

2. Coolnea* 

The Coolnea* aegaent it the aoat veil developed aegaent aaong 
25-34 year eld looker*. The aegaent la atrong aaong Blacka 
(66X), particularly Black aalea (74X). 


a Keol reaalna the largeft brand within thla aegaent (10X) and 
continue* to have the highest developaent. However, the brand 
la flat overall and Buffered significant ahort tera loaaea 
(froa 1IX to 10X). Aaong eftabllahed adult Black*, Kool 
declined froa 37X In 1982 to 33X In 1983. 
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mm® 


a SALEH experienced aoae vitality aaong eatabllahed adult 
feaalea and reaalne the second largest bread within thla 
deeographle group (12X). However, the brand hae reaalned flat 
overall with l OX. SALEM'a ahare Increaaed aaong 25-34 year 
old Blacka to 19X (froa 1SX In 1982). 


^-jaJfewport'a upward trend continued aaong 25-34 year olda, the 
^^hare having doubled'since 1979 (froa 2X to.AX). Aaong a 

r^—a*tabllahed adult iieCka the brand rose aignlflcantly relative 
1982 (froa lit to 13X). 


♦ 



mu 


r a^lniCHT achieved a O.SX ehare aaong 25—34 year 
Sgpldlth atronger performance aaong feaalea (*7X). 
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3. Styllah 

The Styllah aegaent'a upward trend aaong eatabllahed edulta 
continued lnl983(12X), The aegaent is atrongeat aaong feaalea 
(210, but la also growing aaong aa^ea (froa 3X In 1979 to 5X in 
1983). 

e BAH la the largeat brand within the eatabllahed adult Styllah 
aegaent (6X) and la growing due to gain* aaong feaalea (froa 
7X In 1982 to 81 In 1983). BAH Deluxe Ultra light* waa the 
prlnary reaaon lor thle growth (3X). BAH'* gain aaong Black 
feaalee in thla age group wa* even aore pronounced (froa 13X 
to 17X). 
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c. 




Segment and Brand Peffonline* (Continued) 

3. Styllah (Continued) 

• Aaong 25*34 year old ftaalea, Virginia SI la* la trandlng up 
ovar the long tern, hut hee been flat for the laet three 
yeara. The brand hai ehown veaknea* aaong Black feaalea in 
the 25-34 age^category (down (roa tl in 1982 to 7X in 1983). 

e MORE la trending upaaong 25-34 yea* olda.but regiatered 
ahort tera decline* eaon| feaalea. MORE'aahar# aaong Black 
feaalea declined algnlflcantly (froa 3X to 2X). 

a Player* 1* well developed aaong eatabUahed adult* and par- 
formed better aaong aalea than feaalea. 

# Satin 1* well developed aaong eatabllahed adult*. The brand'* 
atrongeat ehpwlng waa aaong 25-34 year*ld feaalea (.8X). 


jia 3t jsi iai 


,* \ 



jut 


wr mm *m*t n-t. tie «.« mu 


33- 


I 




**•' I 
31 fua'iia 


i 

m m m m icajiia jat 3i m m 


8.8 

8.4 

8.8 

1}.* 

*# 

1 M 

1 

i.» 

M 

M ••• 4.1 


i •«.» 

i 

14.8 

♦8.1 

18.t ...18.1 

• 

,8 

.8 

A 

t.4 t,9 

*'■: 

1 

1 A 

.* 

•4 

e« 

.8 

m 

i 

l«* 

*.9 

1.4 «— 1.9 

• 

5.4 

4.* 

4.1 

4.8 «•> 8.8 

. m 

1 9,1 

i.i 

9.5 

I.I 

,5.4 

* 

1 M 

8.9 

8.4 

9,t ... 8,4 

m 

1.4 

9.8 

5.4 

1.4 5,4 

w 

1 .1 

•.» 

«l 

■ •* i 

A 

8184 

1 >.l 

8*4 

».4 

♦.4 M 

m 

«' 

• •- 

• 

* .8 

« 

| • 

• 

* •_ 

* 

A 

* 

1 • 

• 

• 

• .1 

• 

« 

• - 


• ,4 

« 

1 * 

• 


' • 

• • 

• 

1 • 

• 

• 

• .1 

• 


* 

mm. 

mm 




f 


The Moderation aegaent la well developed aaong eatabllahed adult 
l^y^kera and trending flat* — 

flpaB^ lerlt la well developed-aaong 25-34 year old* and growing (at 
)X) due to gain* aaong feaalea. 

e VANTAGE ha* average d*v*lopa*nt and 1* flat overall at 4X. 
Aaong 2S-34 year old feaalea, VANTAGE 1* upj however, It began 
to exhibit eigne of weaknea* in 1983* 
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C. Segaent and Brand Performance (Continued) 

5. Concerned 

The Concerned segaent continued to decline aaong male and feaale 

23*34 y««r old saokcre(7X). The aegaent la stronger aaong 

feaales (10X va. SX for aales). 

o Kant la the largest Concerned aegaent brand (2X) aaong 25-34 
year olda, but is trending down. Aaong established adult 
Blacks, the brand lost aor* than three-fourths of its share 
since 1981 (.3X), prlurilyreaulting froa declines aaong 
Black feasles. 

e Barclay is tha aost developed Concerned eegaent brand aaong 
established adults, but it Is trending flat. 

a Carlton is trending down aaong 23-34 year olds because of 
short tors losses among both males and feaales. 


Is trending flat, but is shoving vitality because of short 
^if ra gains aaong 23-34 year old feaales. 
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The Savings aegaent is underdeveloped aaong 25-34 ytar old 
saokera <IX).The segaent performed slightly better aaong 
feaales in this group but had no presence sarong established 
adult Blacks. 

a Canaries gained relative to 1982, registering stronger 
performance aaong feaales (IX versus «5X for aales). 

e CEHTUBY achieved average developaent aaong 25-34 year old 
saokera. 
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C. Sefnt and grand Parforaanca (Continued) 

7. Traditional 

The Traditional aag*ent la severely underdeveloped aaong 25-34 
year old seokers and la declining. 
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D. Purchase Patterns 

l.—Jtnch/Carton Purchaaaa 


’abllahad adults' purchase voluae la slightly aora llkaly to 
froa pack than carton purchaaaa* 

Pack/Carton Purchaaaa Aaong 
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^Pack/carton voluae 
fHWPack developaant index 
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0. Purcha** Pttterm (Continued) 

2. Outlet Choice* 

• About SOX of year old looker purcha*** ere aide in 

•uperaarket*. Convenience itore* (17Z), eerviee itetlom 
(UX), end ***11 groceries C14X) follow. 

e Convenience itorei and service station* ere growing outlet* 
eaong established edulti. 

# liquor etoree, re*taurant*/bare, end newsatand/tobacco ehopi 
have above average jdeveiopoent e*on| established adult saokes 
even though thestoutlet* represent relatively low volua*. 

- In convenience *tori«, 25-34 year old feaale* 
doubled thiir purchase volua* in one year (froa 9X 
in 1982 to 19X in 1983). 

- Servicedotation purcha*** by 23-34 year old aale* 
role significantiyfro* lit in 1982 to 15X in 1983. 
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1980 

1981 

1982 

ftJR 

35.3 

33.0 

32.5 

P. Morris 

16.6 

18.3 

18.9 

Aaerican 

7.5 

6.7 

7.1 

B fc U 

29.8 

. 29.5 

27.4 

L 4 H 

1.0 

1.3 

1.3 

Lorillard 

8.7 

9.5 

11.3 

Coolness 

50.2 

51.2 

49.3 

Virile 

21.5 

19.9 

18.7 

Stylish 

12*0 

13.7 

16.4 

Moderation 

4.2 

4.1 

4.6 

Concerned 

4.1 

3.4 

3.8 

Traditional 

7.1 

5.9 

5.6 

Savings 

■ — 

***' 


CneKex HP) 

.4 

.6 

.5 

Cawl ; 

2.1 

2.3 

1.7 

Winston 

12.5 

9.6 

T0.4 

Marlboro 

4.7 

4.7 

3.9 

Sslen 

16.7 

17.5 

15.6 

(tool 

26.7 

25.7 

24.0 

Newport 

5.8 

7.4 

9.0 

Bright 


■“ 
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More 

2.1 

2.1 

3.2 

Bid 

6.8 

7.7 

8.8 

9a. Sites 

2.6 

3.1 
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Players 

— 



Vantage 

1.4 

1.1 

1.3 

Merit 

1.0 

1.0 

1.4 

Mow 

.3 

.3 

.3 

Carlton 

.4 

.5 

.9 

Barclay 

- 

.4 

.4 

Kent 

2.3 

1.3 

1.4 

Century 

- 

- 

- 

Generics 

- 

- 
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TO: S V C. Hawkins _ , t ' 

3) U>-<L- /CMU*C. 

FROM: RLdW®^ 


RE: Direct Mail 


'/'>/tj 


EXHIBIT 


^Wijfcdu. CSfe ■*> 

«<**»■ 

, u»Pco 


Shari, I thought it would be a good idea to get all the problem) weVe been having with the^ rv * 
Camel Cash direct mailings' overpenetration In the Diary.This is a BIG problem. Right ^ <. 

now it seems to be affecting only Camel, but we know there was an earlier problem with guL j 

the Winstonjg^g mailing and as more brands get into continuity programs I believe the 
problemwil{S5fflroom. ' ’ /V» , ujPuJ-, 


During late Qctfeu as we were looking at August Diary results, we discovered a huge 
volpag and tawfAhare influx to Camel during a period When Nielsen share wu flat to 
do^aeOugg^Rjto us that something was wrong with Diary data. On Anther 
imramigatior^^hypothesized that the August Camel Cash direct mailing had 
overpenetraffihfci Diary. After several episodes of misoommunication between us and 
MARC, a crugfflatch was run for the August mailing as well asfbr the November mailing 
(by this pointoailf realized that if a problem existed that ifiad not been corrected for in 
August, it pMity wu being perpetuated throughout dl Camel Cuh mailings). By mid- 
December, th££ppss match wu provided to MSA to determine the degree of 
overpenetrallwM4 both mailings. 

MSA's analysis indicated that a the August 

mailing had yielded a prnrtntinallflT IHiiffTWi AiltnH riiirflWiluminii the 
November mailing netted a general market penetration o(/jS$%Tnit 16.7%tl}fc November 
diary - both HUGE problems. At this point, we remindefl’ MARC tlia r f nother Camel 
Cuh mailing wu scheduled in Januarya nd uked them to control for Diary 
overpenetration. They indicated to us that the mail file Wu already pulled and it wu too 
late, short of stopping the printer at a significant cost to the Brand. 
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There are a number of issues that I feel need to be addressed ASAP. 

• Why does this overpenetration problem continue to occur? 

In particular, after the August and November problems were brought to the 
attention ofMARC, why didn't they start looking into the upcoming January 
mailing before it was too late to impact the mailing? 

In addition, if database and direct marketing managers at MARC lotew that a 
significant portion of the planned direct mail recipients were groups that they did 
not have controls in place to cover, why didn't they at least bring the problem to 
our attention before the problem occurred not once but three times? 


• Who is g oyfo pay to make the outstanding Diary corrections that need to be made? 

We^fla^cer/Diary budget $2000, Camel BU $1800) paid for correcting the 
Noypndw problem before November processing occurred. 

£!!!! Th tfPfOl be another $4000 charge to correct the January problem when that 
• jmJ dauu^RSngprocessed. 

Thehjg^st cost will be to correct die August prpblemj^e«RR*all the data from 
AugOsUfqrward will have to be reprocessed Snd^cdfdata corrected on 
PCygy^ MSA's estimate for this correcUop48&0,000, whidh includes the 
montops well as the average databases. ^iad he^ Uhft consideration was 
bei^gSu^n internally to not correcting backrlaiCSut because we do tody 
regular diary analyses for our brand (not to mention the constant questions that 
seem to be coming from senior RJR management about Camel's performance) 
we feel strongly that back dam must be corrected on PCMaris. 

• As we have discussed before, the promotion penetration model needs to be reviewed 
and updated to ensure that these kinds of problems don't occur in the future, not only 
on Camel but on all brands as their marketing programs become increasingly complex 
and direct marketing recipients include lots of different kinds of database names. 
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I am glad that you are setting up a meeting for us to meet soon with representatives from 
MARC. I think this problem is a nutfor one that needs to be addressed by BIAD 
management as well as MARCs Greensboro office management. Communication 
between MARCs own departments as well as between MARC and RJR needs 
improvement. Let me know however I can help. 



R. C. Pasterczyk 


cc: P. S. Cohen 

G. R. Davis 
E. R. Hardman 
W^RV^titlatch 

£ 
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* ruuNilO 5 IMPOSITION 
I EXHIBIT 


BUSINESS INFORMATION & ANALYSIS RESEARCH PROPOSAL 
(BIAD #9M3Ut) 


TITLE : 


Wm v n^«TniiTT*^Ki»tTv!T* H o nTT5jiTi®im 1 imTCT-S II 


o 

s 

c* 


The CAMEL Brand Team has been developing advertising creative for Project HO (High Ground), desiped to 
expand the brand's franchise by leveraging avenues where CAMEL may have an advantage relative to Marlboro. 
The strong female response to CAMEL Cash (versus strong male appeal of MAT) and the RU image that is very 
appealing to females suggest that further female appeal may be leveraged via inclusion of female camels in the ad 


pool. Recen 
the inclusion 
is clearly in c 
research to ei 
test schedule* 


tative learning in Atlanta and Boston has confirmed that female prospects are very receptive to 
^le camels in Joe's world. Male franchise smokers also find this idea acceptable as long as Joe 
ft the sinution. The purpose of this proposal Is to request hinds for a final round of qualitative 
the need for any further refinementS/modifidtions to advertising creativeprior to a quantitative 
afiyJuly. I;. 


The groups MU awbe used to evaluate the potential of the "Smooth Magazine" to provide an integrated forum for r . 
all direc t maircotraAinication to franchise and competitive smokers. 

RHRH iw - -- / tm s 


'O., 

■v\. 

g ' 

a 


The research I 


• To explof 


To exploM 
program tol 


tare as follows: 


nmunication and appeal of alternative advertising creative that includes female camels. 

MMVMBSSeSW"*** 1 " 1 ; - . ... ""‘ T " ‘ 1 

ner reaction to the Smooth Magazine ash vehicle for integrating the CAMEL direct mail 
ise and competitive smokers. - 


These groups will be utilized as the final screening prooecs to refine/ hone advertising creative prior to a 


These groups will also aid in the further development and refinement of the Smooth Magazine as an integrated 
direct mail vehicle to franchise and competitive smokers. 


1. Advertising that features a female camel in the context of Joe's "lady" will be more impactful among female 
prospects than in the context of Joe's Place where the female camel is introduced in the context of a group 
social situation. 

2. Advertising that features a female camel in the context of Joe's "lady" will be appealing to female prospects 
and be acceptable to male franchise as long as Joe is clearly in control of the situation. 

3. Female prospects and the male franchise alike will prefer the female camel to be portrayed as a 
sophisticated, self-confident female as indioated by clothing, fair style, etc. (i.e., blade dress, stylish hairdo). 

4. Participants will also prefer the female camel to have a definite personality as illustrated by varying facial 
expressions in different executions. 

RJR49913J 
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5. The communication of CAMEL Lights style information in advertising will enhance female interest in 
CAMEL as providing a style they prefer. 

6. The ‘Smooth Magazine' will add value to the CAMEL direct mail program by increasing interest in and 
excitement about CAMEL direct mail materials. 

7. Participants will prefer a format that enhances communication by featuring colorful, impactful visuals and less 
copy. 


Pueliltllve Bwiith CiYtir 


Interpretations of the teaming from qualitative research is subjective. Tberefore f the hypotheses generated. 
by this study should be considered as suggestive rather than definitive. - _ y 


MSTBPPJP 
The recmitin 
8 Onc-on-On«TTl 




cations as well as timing, location and moderator are as follows. 

night 

onal CAMEL Users {Positive purchase intent and purchased CAMEL (excluding non-filter) 
’onths)- 21-27 FF/FPLT non-menthol 85/lOOmm (excluding non-filter, ULT) 

se • FF/FFLT 85/100mm CAMEL franchise (x NF,x ULT) 


r i t 


r\ 


z 


Tonal CAMEL User (Positive purchase intent and purchased CAMEL (excluding non-filter) 
Months) - FF/FFLT non-menthol 85/lOOmm (excluding non-filter, ULT) 




125-34 

§ .Groups a Ju)un.@).r-3. Jsr-Digtt 

• 2 Female Occasional CAMEL Users (Positive purchase intent and purchased CAMEL (excluding non-filter) 
within last 3 months)-* 21-27 FF/FFLT non-menthol 85/lOOmm (excluding non-filter, ULT) 

• 2 Male Franchise • FF/FFLT 85/lOOmm CAMEL franchise (x NF, x ULT) 

-1 @21-24 

-1 @ 25-34 

• 2 Male Occasional CAMEL User (Positive purchase intent and purchased CAMEL (excluding non-filter) 
within last 3 months) - FF/FFLT non-menthol 85/lOOmm (excluding non-filter, ULT) 

-1 @21-24 
-1 @ 25-34 


Timing Location Facility 

6/16-17 Kansas City Quality Controlled Services 


Moderator 

Gerry Bell (Nicholas Research) 
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QQSI- 


Moderating fees S 13,200 

Report 2,000 

Recmiting/Gratuities 22,400 

Facility Rental 3,000 . 

Estimated Travel 1 S00 

Total Cost S42,100 


SOURCE OF FUNDS: 1993 CAMEL Marketing Research Budget 





Ms. R. C. Pa 
Mr. E. C. 




Maldistribution list: 


:elman 


J. Coggins 
N. R. Monda' 

A. W. Howell^^l 

K. L. Wood 
E. Scott 
Gerry Bell i 
BLAC 


< Research Assoc., Inc.) 


Check here for 
copy of 

Signed Proposal 
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PROM: 


SUBJECT: 


Reggie Pastcrcryk 


Ken Dobbins 


Lto your questions about the relative flatness of CAM HI/s Brand Share. we 
e investigated the role the Brand Tracking system may have played. We 1 
Slid at both methodology and what exactly is being measured. 


not believe that the Brand Tracker system has affected CAMEL'S brand 
's&tfd among 18*24 year old smokers. Tracker's methodology lias remained 
vumplly unchanged in its 11 *year .history of collecting Usual Brand Share, 
yflmg a nationally representative sample, both the household and the smoker 
WIHh the household are selected on a random basis. The Usual Brand 
gpfld&on's placement and wording have not changed in over four years. The 
niiibbcr of 18*24 year old completes has varied somewhat due to the ASKT boost; 
JMMlvcr. the weighting scheme has remained constant, so weighted data should 
^gjifbe allectcd. ■* 

We arc measuring Usual Brand as the brand smoked most often using virtually 
the same question we have used for the past eleven years. Changing or replacing 
the Usual Brand question would disrupt the consistency of the data and would 
prevent comparisons to past data. Wc agree, however, that the environment is 
slowly changing and additional questions about Usual Brand would enhance this 
section by providing information about brand loyalty and "fringe* versus "core" 
users. 
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Reggie I’astcrcr.yk , 
September .4, I99| 
Page 2 


CAMEL (EX REG) 18-24 

TRACKER AND DIARY 




nh 




MN U«r*0 U*IO *4l » MrM *Mt iftrtl tuytl 


^MMid Tracker data is consistent with data from other sources, as shown in Graph 
Ljln During the four stages oi'$QS performance. Brand Tracker reported overall 
^mgRer share numbers than did Diary Panel, but similar (rends have been reported 
for both systems. The only difference was in the January to May 1991 period 
where Diary Panel showed a slighj decrease while Brand Tracker showed a slight 


increase. 


In conclusion, we feel dial the Brand Tracker system continues to be an accurate 
tool Cor the collection of Usual Brand Share. 


JK:shf 

cc: Bill Itonick 

Martha Abbott 
Mike Coppotelli 
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YOUNGER ADULT SMOKER MONTHLY SUMMARY REPORT 
THROUGH AUGUST. 1989 


PURPOSE: 

This report provides e summery sf there of smoker performenee for RJRT end key 
competitors atone younger edult smoker*. 


COMPANY PERFORKANCE : 

e RJRT's there emong 18-24 smokers (16*6*) shoved signs of grovth in the tvelve 
month period ending August• 1989 -* up .8 there points versus yoer ego. Our 
there emong 18-20 smokers vss fist, however. Philip Morris (87.Iff) remelned 
ebout even with yeer ego ssdidLorilltrd (11.82). 


NATIONAL 

e CAMEL'S 
the com 
shore pj 
brend e 



OTHER RJ 


fOUNOER AOULT SMOKER BRAND PERFORMANCE I 

luding Reguler) there of smokers eccounted for virtuelly ell oi 
t geins. Among 18-24 stokers, CAMEL'S there (4.52) vet up 1.0 
in the tvelve months ^ending Augusti 1982 versus yeer ego. The 
otted e geln {♦1.1 there points) emong 18-20 smokers on e yeer ego 
tteched greph llluitretesthet. elthough CAMEL is shoving geins 
o betisi Its trend flattened in the Jane Ouerter. This epperent 
ill be monitored In future reports. 


e of smokers et 
ups. 

<D PERFORMANCE! 


the Tofel U.S. level vet .12 for both 18-24 end 


e SALEM'^nraie trend remelned reletively flet et 4.92 emong 18-24 smokers end 
3.32 emong 18-20 smokers on e yet? ego btsit. Tie etteched greph shove thet 
SALEH's trend hes been reletively ilet since June, 2988 vhen it eppesrs to 
heve belted e declining attend *i»ongl8-24 smokers. VINSTON'e there of 18-24 
smokers (3.92) ves ebout flet in the period with continued trend erosion emong 
lb-20 smokers (down .5 ghere points to 3.32) VANTAGE (1.12), OORAL (1.32), 

MORE (.12) end NOV (.22) remelned reletively steble with minlmel presence 
emong 18-24 smokers. 


COMPETITIVE BRAND PERFORMANCE t i 

e Merlboro (58.12) continued Its long term there of smoker trend grovth emong 
18-24 smokers, up 1.8 shire points August ye»r to dete versus yeer ego. 
Nevport (11.42) elso continued its long term grovth trend vith e there of 
smoker inereese of .5 there points emong 18-24 smokers, Vlrglnie Slims (3.92) 
continued to lose there, dovn 1.3 there points. Jenson 8 Beiges, Merit end 
Kool remelned reletively flet. 
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BACKGROUND : 

This report provides « brief shsre of emoker performance summary by key 
younger adult saoker subgroups (Total 16-24, Kale 18*24 t Fenslo 18-24, Total 
18-20, and Total 21-24 saokers) for &W brands and key competitors. Tfce 
report focuses on the 12 Months ending 2/28/89 versus the i2 months endw& 
2/29/88. The information for this tannery report is from KRD's YoungettfA&lt 
Consuner TRACKER iapleaented on ,21/1/88. This report is Intended to provute 
summary level data. As the sample sires vithin younger adult smoker sdk&ups 
build in 1989, more detailed analyses and precise quarterly, semi-annua),And 
annual comparisons can be made. g 0 

SHARE OF SMOKER PERFORMANCE SUHHARY i . . tt 

e RJRT's share among total 16-24 Smokers declined 1.2 share points in tfie^ 

12 months ending February, 1989 ip 15.22. Philip Norrll' share anons2fc>24 < 
smokers remained flat at 66.52 in the current 12 months# Lori 1 lard's®lfj-24 
share of smokers vas up 1.3 si*'•« points to 12.72 due to grovth by NaBpgrt. 
Brovn A Villiamson's share a*<Mg l8»24 smokers (3.31) vas flat in thn g 
current 12 month period. OB 

e CAMEL'S (ex. Regular) share (4.12/ among 18-24 smokers in the 12 sont^ 1 a 
period ending February, 1989 vat. up 1.2 share points versus year agoue E $ 
CAMEL'S improved performance versus year ago among 18-24 smokers Is | | « 
benefiting from the strong younger adult saoker emphasis In the brand)** S 
advertising and promotion strat«(r>‘ throughout 1988. 5 0 ? 


e SALEM's share among total 18-24 etcher* continued a slov decline in tSef 
eurrtma 12 month period (4.42). Th* hfand Shoved signs of softness aaoft 
18-20 smokers and 16-24 females. ^ h a* 

• MACNA's share of smokers reached O.V share points among 18-24 saokersgi© th< 
current quarter in areas vhere the brajnd is In distribution (Pacific 5 H 
Mountain and North Atlantic sales atea? and the State of Florida combmA). 

a WINSTON continued its long term share decline-among younger adult smofeare 
across virtually all subgroups. VXNSTW's share in the 12 month perl|d3 
ending February, 1989 vas 3,6*mmonjTi*tel 18-24 smokers, dovn lonevhfitSroi 
year ago. The brand's biggest loss vas among 18-24 male smokers • damn.4 
share points to 4.42. 8 | 

e VANTAGE'S share vas flat at 1.12 in the current 12 month period among^jlB-24 

smokers. The brand vas also relatively st'.ble across all subgroups. 

• *• 

• On a 12 month comparison, Marlboro's share among total 18-24 smokers vas 
stable at 54.(X. This represents n sloving in the brand's long term grovth 
trend among 18-24 smokers. 
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• Nevport'c chart aaong 18-24 caokerc grev 1,3 chare pointc to 12.lt vercus a 
year ago. The gain vac due to a 2.2 chare point increace aaong 18-24 
feaalec. 

t On a 12 aonth eoaparicon, Kooi'c 18-t4 chare of aaokera reaalned relatively 
flat iv 2.?t. The brand vie flat acrocc all cubgroupc. Thlc ctability 
repreivitc a alight iaproveaent relative to the brand'a long tern chare 

dtr*« .'no, 


51 
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[2 PLAINTIFFS DEPOSITION 
t EXHIBIT 


April 8, 1991 


FROM: 

SUBJECT: 


•Ms.M.R-Abbott- 
Mr. E.M. Blackmer 
Ms. O.R. Davis 
Mr. E.J. Fackelman 
Mr. E.C. Leaner 

Scott 


Ms. J.Y. Marshall 
Mr, J.R. Moore 
Ms. R.C. Pasterctyk 
Ms. C.M. Smith 
Mr. J.D. Weber 


Below is a sugdS&cy of adult smoker 18*24 and 18*84 performance versus goal for CAMEL (ex 
Regular) amojyjuU price smokers. In addition, the 1991 share of full price (SOFP) is reported 
v ... for comparison wUh the current performance of CAMEL (ex Regular). The Y*T*D Marcfe 
^•SOFP among and 18*34 CAMEL (ex Regular) is significantly above goal with the March 
CAMJSP (ex RHpnr) monthly share numbers rebounding significantly from February. 




-> Adult Smokers 18*24 
Sham of Full Friea Saokan <ft) 


MMNft 

W • 


CAMEL. (a Ra|) 
(UR Full Prieo 



YTD Maroh 

our 

Maalhly 


Pop 


jOoal^ 

Fab Mar 


9.1 

134 

U* 

1.7 144 

14.1 

NA 

19.4 

NA 

11.3 194 


Significant at the 90% caijUaaea level 


^AdultSmoJw^W4 
Shaw of Total Smokora (%) 


Yoar 

YIDMar 

OUT 

Mooibly 

Yoar 

YTD Mar 

1991 

AmmI 

1991 

Fob 

Mar 

1991 

Aaaaal 

7.7 

114 

34* 

7.9 

134 

S4 

7.1 

17.1 

194 

3.7* 

19.3 

19.9 

30.7 

30.9 


CAMEL (* Rtf} 7.7 114 S.S 

R/R Total 17.1 It.S 3.7 

* Significant ai the 90% caifdence level 


^^^^AduUSmolwr^Me^ 
Shaw of FuU Prio Saokara (a) 
Yoar YIPMarob PUT Maori 
1991 Owl -Mil ' Pool F* 

54 44 IS IS* «.7 

194 NA 304 HA 31.9 


AdultSmolMfiJM^^^^^ 

Sbaro of Total Saokatt (*) 

YIP Mar IW MoaUlT" 
Aaaaal 1991 Fab Mar 

7.1 T** TT 74 

30.9 04 334 30.4 


SOC:shm 
Attachments 
cc: Mike Coppotelli 

Ken Dobbins 
Jeff Walters 
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